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4 THE NATIONAL ACCOUNTS 1935-36 
. Tue financial year 1935-36 closed with a surplus of national _to the continued high level of security prices, is also partly 
\ @& revenue over expenditure (excluding sinking fund alloca- accounted for by the accidents of mortality. Surtax, on 
~ —& tions from the latter) of £15,407,224. In the Budget of 1935 the other hand, shows a fall of £145,000 compared with last 
? no special provision was made for redemption of debt and _ year, which is surprising as it is based on incomes of the 
: powers were taken to borrow for the statutory sinking first year of real recovery—1933-34. In non-tax revenue 
‘ funds. But the Chancellor put the cost of interest and there has been an unexplained excess of over {1 million 
management of the National Debt at a figure (£224 millions) from Sundry Loans, but a shortfall of £4,232,000 from Mis- 
which in the previous year had left {12,433,000 over for _cellaneous Receipts. 
redemption of debt. The interest charge on the debt did Similar details for the expenditure side of the account 
not, and was certainly not expected to, rise by this amount, and for the self-balancing items are given in the next 
so that there was a surplus during the year on the fixed debt _ table: — 
charge of {12,466,223. This was applied to Sinking Fund. EXPENDITURE, 1935-36 
Counting this as expenditure, the surplus on the year’s (00's omitted) 
working was therefore {2,941,000. The corresponding Lisees £53.00 eemects 
figure in 1934-35 was £7,561,879. 8 (+) | 
It must be remembered that this surplus was achieved at Budget Final Actual 
the expense of a ‘‘ raid ’’’ on the free balance of the Road Acted matienatee ne ee 
thi j li j j ssues om = 
Fund, which realised {4.5 — But ethene of the Intenst and Manegementel.: 1 y dyn | 
fact that the supply services have cost {13,600,000 more National Debt. ............ 211,534 — 12,466 — 12,466 — 123 
than was anticipated in the Budget, the achievement of Payments to N.Ireland ... 7,205 + 455 + 455 + 387 
even such a surplus is a remarkable tribute to the elasticity Other Consolidated Fund... 5,648 + 1,948 + 1,948 + 2,038 
of the revenue and to the cautious budgeting of the Chan- Pest Office Fund ............ 1,127 — dias a iilieacael 
cellor. The following table compares the receipts for the Total Consolidated Fund 225,513 — 10,067 — 10,067 + 1,137 
year with the Budget Estimates and with the figures for the caine 
preceding year : — Army, Navy and Air Votes 136,949 + 12,699 — 447 +- 23,079 
Civil and Revenue Votes 
REVENUE, 1935-36 (exc. Post Office) ...... 375,051 + 4,911 — 7,822 + 16,761 
(000’s omitted) Total Supply Services ... 512,000 + 13,600*— 8,269 + 39,840 
Larger (+) or 
Smaller (—) than Total Ordinary Expendi- 
Actual Budget 1934-35 RIC peas, 737,513 + 3,533 — 18,336 + 40,977 
Receipts Estimate Receipts 
| £ £ £ New Sinking Fund ......... 12,466 + 12,466 + 12,466 123 
| BIN sclcictteshcicnensasoanrimnens o38.074 + 857% + 9197 “© - sl = = 
) pertex. ee a il i alludltndabnie a : “ane Ps A Total Expenditure... 749,979 + 15,999 — 5,870 + 41,100 
| State, etc., Duties..........cccccssreees 92 , , io a , 
| Ne kia nteoain oe 25,800 + 800 + 1,690 * An extra {4 millions was included for the restoration of cuts. 
Other BRIAR TROVOTIG sess ciccccedceses 2,085 — 415 — 985 SELF-BALANCING REVENUE AND EXPENDITURE, 1935-36 
Total Inland Revenue ........ 404,899 + 13,399 + 16,321 (000’s omitted) anim 
Larger (+) or Smaller (—) than 
RE ERS AA ae Ue 196,642 + 8,072 + 11,546 Actual Budget Final Actual 
i i iia snc haapenes 106,700 + 350 + 2,100 Revenue or Estimates, Estimates, Figures, 
Expenditure 1935-36 1935-36 1934-35 
Total Customs and Excise.... 303,342 + 8,422 + 13,646 f f £ £ 
Post Office ...... 66,080 + 2,010 + 140 + 4,330 
Motor Vehicle Duties (Exchequer Road Fund ... 25,775 — 455 — 455 — 663 
SE itlnccksctestsbeditersannsibbessbeurs 4,977 — 23 — 123 
e44 Total ... 91,855 + 1,555 — 315 + 3,667 
" Led 9 - 
Total Tax Revenue ............ 713,218 + 21,798 + 29, Owing to the continued low level of money rates, to a 
Post Office (net receipt) .........+++++ 11,670 — 180 — 580 mall reduction in the average level of the floating debt 
= Ee eee = + : aa p Pa throughout the year and to repayments of Treasury bonds 
Mise —. rede oe a aan ai Pay Pa 4232 + 6,613 last summer, the cost of the National Debt i oe 
iter ce at son le slightly below even the low level of last year. Details o 
Total Non-Tax Revenue...... 39,702 — 3,348 + 6,635 changes in its composition are given in a later section of this 
Supplement. Expenditure on the Supply Services was 
Total Ordinary Revenue eocee 752,920 + 18,450 + 36,479 {13,600,000 more than the Budget estimates, although 
Total tax revenue was {21,798,000 in excess of the {£8,000,000 had been provided for the restoration of cuts 
Budget Estimate and Saloon more than the previous and for other forseeable liabilities. Of the Supplementary 
year’s yield, in spite of tax remissions which were expected _ Estimates of {29,879,000 passed during the year, approxi- 
to cost (in 1935-36) some £6,650,000. Income tax, mately {4,000,000 were for the restoration of cuts, 








ustoms and Stamps all show an expansion which isa direct {6,917,000 for Special Measures arising out of the Italo- 
Teflection of rece industrial, ponte and financial Abyssinian dispute, {5,413,000 for the extension of the 
activity. The record yield of death duties, though partly due defence forces and {6,135,000 for grants to local authorities 
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in respect of Public Assistance payments. The defence 
forces have used almost the whole of their allowances, but 
in the civil departments as a whole there has been a saving 
of nearly {8,000,000 compared with final estimates for the 
year. Additional expenditure by the Post Office has been 
necessitated by the policy of expansion of this service in- 
augurated in 1934. 

The payments made on sinking fund account are 
analysed in greater detail in the section of this Supplement 
dealing with the National Debt. 

The final table shows the aggregate receipts and out- 
goings during the last seven years and in 1913-14. These 
figures include the self-balancing items : — 


Expendi- 

Revenue ture* Surplus Defic; 

(£000) (£000) (Z000)—_(yooor 
1913-14 ......... 198,243 197,493 + 750 
1929-30 ......... 814,970 829,494 ae — 14,594 
1930-31 ......... 857,761 881,037 nia ~ 23.976 
1931-S2 ......... 851,482 851,118 + 364 bi 
1932-33 ......... 827,031 830,354t ie “ 3,323 
1933-34 ......... 809,379 774,927 + 34,452t ts. 
1934-35 ......... 804,629 797,067 + 7,562 b. 
1935-36 ......... 844,775 841,834 + 2,941 


* Includes allocations to Sinking Fund. 

+ Excluding war debt payment to America, and the deficiency 
of {15-3 millions in the allocation originally made for sinking fund 

} Disregarding war debt payments of £3-3 millions to America, 





REVENUE 


BEFORE proceeding to examine the salient features of the 
trend of revenue under its various heads, we show below 
a comparison of realised receipts during the past four years 
with those of 1929-30 and 1913-14:— 


REVENUE (f£ millions) 


















































Customs and Excise.—While the yield per penny 
of Income Tax levied was only very slightly higher in 
1934-35 than in 1932-33, receipts from Customs and Excise, 
which more directly reflect expansions of income and of 
trade, are {15} millions higher than three years ago, when 
the Import Duties Act came into force. The following table 
shows the course of Exchequer receipts in recent years: — 




































































s1s-14]:029-s0)res2-soliess-s4 seeds wanted 1929-30 1932-33 1933-34 1934-35 1935-36 
£m. £m. {m. {m. £m. 

QUIRED. 2.cccccsccssccencessseccnencscssee 35-5 | 119-9 | 167-2 | 179-2 | 185-1 | 196-6 CBESEAS....000cccerceecess 119-9 167-2 179-2 185-1 196-6 

BBGRO  ..0..ccccccccccccocccccccccccscceese 39-5 | 127-5 | 120-9 | 107-0 | 104-6 | 106-7 a ke 127-5 220-9 107-0 104°6 106-7 

Total seereereecececeseeceseeneesesses 75-0 247-4 288-1 286-2 289-7 303-3 Estimates of receipts from Customs for the last two years 

Income Tax ........ccccccscseeecseseeeees 43-9 | 237-4 | 251-S | 228-9 | 228-9 | 238-1 ili hi i 

SI Teits heeretoneaeinesttnanestes 3.3 | 966 | 60.9 | 2-6] si2| sto have been {183.7 millions and £188.6 millions respectively. 

Estate, stc., Duties .......cecccceseeeees 27-4 | 79-8] 77-1] 85-3] 81-4| 87-9 The excess of actual receipts in both years has been due to 

oe | - |} aa] ss] 1-0| 23| 2s the very marked expansion of the import trade. Excise 

ne PS cncenernssccoes vse receipts have not shown the same elasticity. The estimate 
ge 34]° 0-9] 0-8] o8] O8] O8 - ~4 

in both years of {106.4 millions has been barely exceeded 

IO cence 88-0 | 402+7 | 411-8 | $02°1 | 388°6 | 404'9 this year, and it looks as though the reductions in Enter- 

Motor Vehicle Duties ................+- vs 4-9) 50) 5S2}) 51} 50 tainment duties introduced in the last Budget have cost the 
Tax Revenue...........csscsessesseesee 163-0 | 655-1 | 704-6 | 683-5 | 683-4 | 713-2 | Exchequer something like the £2 millions anticipated. The 

ee os| us} ra] ral rs] 14 only other legislative change in force this year has been 

LBBB. cccceccocccccccccceccscesees ° ° ° 4: ° ° 
ercccescccecccsecosososececs 2-3 | 36-4] 22-9] 22-1 15-1 21-7 the increase of the duty oa heavy oil from Id. to 8d. 1 

Post Office, Net -....cccccecseseeneeoees 6-2} 9-0] 10-9] 13-2] 12-3] 11-7 gallon. This was expected to yield the Exchequer {£800,000 
Non-Tax Revenue ..........:.:ces0++ 10-6 | 79-3} 40-1] 41-1] 33-1] 39-7 IM 1935. , ; é ' 

The following table gives details of net receipts from the 
Total Ordinary Revenue ........... 173-6 | 734-4 | 744-8 | 724-6 | 716-5 | 752-9 | more important individual items up to 1934-35:— 

Self- Revenue : HN ’ ; 
pistes & : | eset enel meleolhecs! a: Customs anp Excisk Dutres—Nuxt Receipts (000’s omitted) 
Road Fund ...........cccecececereeees ove 21-9 | 22-9 | 25-5] 26-4] 25-8 

osel apel anal eal asl a2 1913-14] 1929-30 | 1931-32 | 1932-33 1939-34 |1904-95 
Total Revenue .........cessesseeseees 198-2 | 815-2 | 827-0 | 809-4 | 804-7 | 844-8 

£ £ £ £ £ £ 
SD innpdtnonvipsseccacsnisonnenesioe 23,976 | 42,599 | 34,926 | 34,499 | 33,453 | 32,363 
BE sccocsnnsncocsonscescnesooosesene 13,655 | 77,151 | 75,211 | 73,725 | 58,855 4 
The amount collected in Inland Revenue is now slightly M*r-vcccccoccoce | eee | O83 | 8? | a7 | goss | Sse 
more than in 1929. The yield of Income Tax and Stamp _ Sugar, ete...........esesseeneeses 3,329 | 13,549 | 16,478 | 12,632 | 12,204 | 11,759 
. . ° oS Ee 18,284 | 62,794 | 63,298 | 67,229 | 67,523 | 70,66 

duties are about the same, and a steady increase in the — Matchesandmechanicalliighters}-;. | 4,170 | 4,139 | 3,813 | 4,025 | 4.118 

yield of Death Duties since 1931 has more than counter-  fyeresrbon olen || 18 856 | piano | atsia | “95235 | 91724 

acted the equally steady decline in Surtax receipts. Liquor licemoes, tC. ons... 4.517 | 4587 | 4621 | 4,520) 4,990 —_ 

Revenue from indirect taxes has, on the other hand, O*®*™ Tevenue dutiest...........- cat R.. = 

risen by some £55 millions since before the depression, Total revenue duties ...... 75,227 | 235,411 | 243,340 | 252,794 | 241,958 245, 

largely due to the imposition of a protective tariff in 1932. HOPS asian nese ~ | 4206) 21) 43 5 a 

Excise receipts showed a sharp drop between 1932 and 1933 “McKenna” duties «0 3602 | 1,878 | 1,406 | 1448 | 188 

owing to the reduction of the beer duty, but have recovered —_ Safeguarding of Industry duties a) oe | lS 3 

slightly this year. Customs duties have expanded rapidly Horticultural products 2.0.0... |=. i "163 | 591 os Gar | 25738 

and continuously, and this increase is largely responsible — }mport Duties Act, 1932 ........ SS 760 | 2500 | 7.708 7,53 

for the changes shown in the following table in the propor- _ Duties on 1.F.S. goods............ 2,514 | 4,551 | 4,69! 

tions of revenue derived from direct and indirect taxes Total protective duties ... 112,572 | 11,880 | 34,961 | 44,497 | 43,925 

respectively : — Grand total..............0.00+ 75,227 | 247,983 | 255,220 | 287,756 | 286,455 | 289,895 

DrirRECT AND INDIRECT TAXES sqrt 


Direct Indirect 
£ million % of Total million % of Total 
1913-14 ...... 78-0 47-8 85-0 52°+2 
1929-30 .. 376-9 58-0 273-3 42-0 
1931-32 . 432-4 61-3 273-2 38-7 
1932-33 ...... 392-3 56-1 307-3 43-9 
1933-34 ...... 369-4 54-3 308-9 45-7 
1934-35 ...... 364-5 53-7 313-8 46-3 
1935-36 ...... 379-1 53°5 329-1 46-5 


Direct taxes have been taken to include all Inland Revenue 
duties except Stamps and indirect taxes have been made 
to cover Customs, Excise and Stamps. Motor Vehicle 
Duties have been ignored altogether. Details of receipts 
under the various main heads are given in the following 


pages. 








* " ‘Is i irit duty (re- 
sen a shee casa ed a ah ls 
with ‘* Other revenue duties,” : d 

+ Including British wine, table waters, cider and perry, cocoa, coffee, chicory — 
substitutes, dried or preserved fruits, betting duty, railway passenger duty, pate 
medicines, other licences, and miscellaneous. 

No important legislative changes in excise or import 
duties were made in the Finance Act of 1934, but in J uly, 
1934, the silk duties were revised on the recommendation 
of the Import Duties Advisory Committee at an ¢i® 
mated cost to the Exchequer of {2 millions. Receipts -_ 
these duties fell, indeed, by about that amount owing to the 
reduction of imports and to the lower level of Excise _— 
levied on home products. Receipts under the — 
Duties Act rose by somewhat less than was expected, a 
McKenna duties, especially on motor vehicles, Ottaw 
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duties and duties on Irish Free State goods all exceeded 
the Budget estimates by substantial amounts. The onl 
revenue duties to show a marked deficit compared me 4 
estimates were those on spirits, which were also the only 
important dutiable article which showed a reduction in 
consumption. The slight fall in the revenue from the beer 
duty was due to its reduction in 1933, which in 1934-35 
was expected to cost the Exchequer a further {2 millions. 
The fall in the yield of both the tea and sugar duties is not 
due to a reduction of consumption, as is shown in the 
following table, but to an increase in the proportion of the 
total coming from the Empire and enjoying preferential 
rates of duty. In the case of sugar an increase in the 
amount of home-grown sugar consumed also affects the 
revenue, owing to the lower level of the Excise duty. Total 
consumption was divided between home-grown, Empire 
and foreign sugar in the following proportions in 1933-34: 
21.9, 38.3 and 36.0 per cent. In 1934-35 these proportions 
had changed to 28.1, 40.1 and 28.3 per cent. The follow- 
ing table shows consumption of the main dutiable articles 
in the past two years: — 


(In millions) 


1929-30 1933-34 1934-35 
Spirits ......cseeeeeseeesees proof galls. 12:2 9-8 9-4 
BE Picea ss dekseeeus standard barrels 20-7 15:8 16-7 
ics ogy aucns hin cones Ni net aeOuesnse lbs. 401-7¢ 427-2 431-4 
SUAL ..scseceeeeceeetereeeeeees cwts.* 35-7 37-8 39-7 
MOOR. cv susgudissssacseebansiaans lbs. 151-5 152-2 159-0 
Artificial silk—home-made ... Ibs. 56-0 89-5 97-5 
Light hydrocarbon oil ...... galls. 903-0 1,130-7  1,192-0 

* Quantities are equivalent of refined sugar. t+ 1928-29. 


The fall in the consumption of dutiable spirits shown in 
the above table is more than compensated by the increased 
use of non-dutiable spirits in industry. All other articles 
show a marked expansion. In the case of tobacco, the rise 
of 44 per cent. may be due in part to the abandonment of 
the coupon system, but is mainly a sign of increased general 
prosperity, reflected also in the increased receipts from 
Entertainments tax. 


Inland Revenue.—Inland Revenue taxes yielded 
{404.9 millions in 1935-36 compared with an estimate of 
{391.5 millions and receipts in 1934-35 of £388.6 millions. 
This latter figure was the lowest for eleven years, but the 
jump in revenue from income tax and death duties has 
again brought the total up to the 1929 level. Surtax, how- 


ever, is still lower than for many years. 


Income Tax.—Once again Exchequer receipts from 
income tax have far exceeded the Budget estimate. The 
excess last year was {9} millions; this year it is £54 millions. 
The increase in the total from {228.9 millions in 1934-35 to 
{238.1 millions indicates a very marked expansion in tax- 
able income, as concessions were made to taxpayers in the 
1935 Budget in respect of allowances which were expected 
to cost the Exchequer {10 millions in a full year. The 
course of receipts under this head for 1913-14 and 1929-30 
onwards, together with the standard rate of tax for each 
year, is shown below: — 


INCOME TAXx* 








Stan- Stan- 
Ex- Net Ex- Net 
dard |,,;. dard | ,;: 
Year 1“ - Rateof jpoons Year a Rateof a t 
ceipts ye va Penny ceipts ws va Penny 
£ Mn. | s. d. | £ Mn. £ Mn. | s. d. | £ Mn. 
1913-14 43-9] 1 2] 3-11 || 1932-33 | 251-5] 5 0 | 4-16 
1933-34 | 228-9 | 5 0] 3-99 
129-30 | 237-4 | 4 0 | 4-87 |} 1934-35 | 228-9] 4 6 | 4-173 
rl 256:0 | 4 6 | 4-58 || 1935-36 | 238-1} 4 6 oo 
931-32 | 287-4] 5 0] 4-58 
































: For 1913-14 the United Kingdom; from 1929-30 onwards, 
t Britain and Northern Ireland only. 


{ Calculated on basis of net produce of tax. 
Estimate. 


In 1934 the standard rate of tax was reduced from 5s. 
s. 6d., but receipts showed practically no change. This 
Stability was due to the increase in incomes from wages, 
es and business, which were lowest in 1933. _Never- 
incomes from all sources except the ownership and 


occupation of land, houses, etc., in 1934-35 were still below 
the 1931 level, which partly accounts for the increased yield 
of income tax in 1935-36. The next table yses 
actual ’’ income (i.e. gross income less exemptions and 
deductions for depreciation, etc., but before deducting 
earned ’’ and other personal allowances) coming under 
the review of the Inland Revenue in recent years: — 


ANALYsIS OF ACTUAL INCOME 

















Schedule 1934-35 
Income from | 1913-14 1932-33 1933-34 | secmeceee 
(£000 (000 000 000 
A Ownership of lands, houses, ' (000) « : nm 
B | Occupation of lands, etc. | ""8's75 | “ges26| “2eeat | 28,800 
, etc... 8,441 
Cc British, Dominion “ re ” ro 
onan _— 7,776 
ecescccoceccscosocece 47, 157,817 151,865 156,000 
D Business, Professions, etc. 584,346 801,653 756,405 | 800,000 
E Salaries of t, 783,150 766,402 780,000 
Corporation and Public 
Company Officials and 137,884 
Emp ts.* 
Ditto, weekly wage-earners 486,469 | 504,116 520,000 
TOU cecccstcisticsiece 951,041 2,553,657 | 2,505,073 | 2,585,000 














* Prior to 1923-24, 
—- employments (including weekly wage-earners) were assessed under 


In 1934-35 allowances of {£1,385 millions were deducted 
from the ‘‘ actual’’ income of £2,585 millions, leaving 
total taxable income of {1,200 millions compared with 
about {1,160 millions in 1933-34. It is estimated that the 
total number of persons chargeable with income tax was 
3,500,000, against 3,450,000 in 1933 and 1,130,000 in 
1913-14. 


Surtax.—Exchequer receipts last year totalled {51.0 
millions, as compared with a Budget estimate of {51.5 
millions. The number assessed to surtax (as revised at 
September 30, 1935), the total chargeable income (includ- 
ing the first portion on which no surtax is payable), and 
the Exchequer receipts in 1913-14 and since 1929-30 are 
shown below: — 


SuURTAX 


(1913-14 United Kingdom; thereafter Great Britain and 
Northern Ireland) 























Total 
Income Number Exchequer 
Sate me 
Year Limit Chargeable io able | Receipt 
£ £ Mn. £ Mn. 
1913-14f¢ ...... 5,000 14,008 176 3-32 
1929-30 ...... 2,000 108,891 593 56-39 
1931-32 ...... 2,000 93,361 467 76-70 
1932-33 ...... 2,000 86,044 422 60-65 
1933-34 ...... 2,000 81,562 400 52-59 
1934-35 ...... 2,000 ° ° 51.17 
1935-36 ...... 2,000 S ° 51-02 
* Not available. ¢t Super-tax. 


The decline in receipts from this tax is due to the decline 
in the number of persons assessed, as shown above, and 
also to a fall in the aggregate of annual incomes of over 
{2,000 from some {£550 millions between 1924 and 1930 to 
only £400 millions in 1933. 


Income and Surtax Combined.—With the changes 
in allowances introduced in 1935 the incidence of direct 
taxation on different incomes has changed considerably, 
and the lower income levels have enjoyed substantial relief. 
The concessions, however, have not yet restored the pre- 
1931 position. The personal allowance for married men 
was increased from {150 to £170; in 1931 it was {225. The 
children’s allowance was increased from {50 for the first 
child and {40 for any others to £50 for each child; in 1931 
the first child received {60. The taxation of the first {175 
of taxable income at half the standard rate was replaced by 
taxation of the first £135 at a third of the standard rate; in 
1931 the first £250 was taxed at the half rate. And, finally, 
the minimum unearned income subject to tax was raised 
from {100 to £125. No change has been made in surtax 
since it was increased by 10 per cent. in 193. The effects 
of these changes on incomes of various kinds are shown in 
the following table. 1929-30 Is given as a pre-depression 
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4 THE ECONOMIST BUDGET SUPPLEMENT Ape 18, 
year and 1933-34 as representative of crisis taxation, before following table shows receipts under the main heads jp 
the standard rate was reduced to 4s. 6d. in 1934:— 1913-14 and in recent years : — ne 
Stamp Duties: Net Receipts La 
IncomME TaxX AND SURTAX (In Thousand {’s) th 
: 1913-14 1929-30 1933-34 1934-95 . 
Married Couples with Three Children Land and Pacperty sinpes aonr a 4,733 5,101 in 
Total Stocks and shares, etc. , é 8,658 9 e 
— aed Senyte beventnanh Sageane Company capital duty... 698 3,771 852 ia a 
come Cheques and bills ...... 2,322 4,837 4,172 4,384 in’ 
1929-30 | 1933-34 | 1935-36 | 1929-90 | 1993-34 | 1935-36 SIIIED ** sunictiomitedtens 669 2686 2456 2547 
genie 955 1,915 1.767 1'851 ; 
76 oe sc eecee ££ ee bees 7 Rie ie 9,648 25,253 22,638 24944 al 
400 ae eT eee iio of 33 2 6] 20 88 Revenue from stocks and shares rose a ie i Pr in 
2000 | 28010 o| g83 2 8 200 so] s0010 of 408 2 6| 387180 and in the following year was above the 1929 level.’ The 
Snes | L658 25 G] Lame 0 ize OG LIM 15 G Lae © Olam Co number of companies registered has risen steadily from 
50°00 23'108 is 01 28/280 "0 olzis03 00 22156 15 o}28s6s 0 027108 00 @6©—._: 8, 8g. in 1930 to 13,210 in 1934-35. In spite of the decrease 

















in the company capital duty in 1933, receipts from this 


Except in the case of a single man earning {150, who now S0urce were higher than in 1930-31 owing to the large 


cio patra ae 
———— —* oan 7 
rt 


























pays {1 ros., taxation begins at approximately the same number of new issues in the year. N 
point as in 1930-31. But on earned incomes up to {500 Motor Vehicle Duties.—Receipts from these duties in th 
\ per annum it is proportionately heavier now on married —__ 4935-36 amounted only to £30,752,000, compared with a . 
than on single men. Budget estimate of £31,230,000, and receipts in 1934-35 of 5 
; ; va £31,538,000. The reduction relatively to 1934-35 was due | 
cy Death Duties.—The Exchequer received {88 millions {5 the reduction in the horse-power tax from’ January, cc 
from death duties in 1935-36, as compared with a Budget 4935 which was only effective during a short part of " 
estimate of £80 millions. The following table shows the 934-35. ° The following table shows changes in this source . 
receipts in I913-14 and since 1929-30: — of revenue in recent years and payments to the Road -s 
Fund: . 
Estate, Etc., DutiEs und:— | 
nse Motor VenIcLe Dvutigs e 
(In Million £ Ss) (000’s omitted) fe 
Exchequer Exchequer g 
Receipts Receipts 

OT EE Ge | ROND-O8...........0..0... 77-14 Year Exchequer ements ioe a 

ey os a 85-27 Receipts Fund tions 
er 79°77 eae 81-36 + 

ST nttniskenaunonnes 82-61 SP rsstinceconisencss 87 -92 

REET akdtneiiaindsabine 65-00 f f { - 
i 1929-30 ........0.. 26,302 21,882 4,920 N 
Receipts from death duties are difficult to estimate with a 27'910 22'910 5/000 0 

accuracy, and in the last three years expectations have ao 30.712 25 512 5,200 
been repeatedly exceeded. This is due in part to accidents 1934-35 ........... 31,538 26,438 5,100 {7 

of mortality, for, as will be seen from the following table, —_ 1935-36 ........... 30,752 25,775 4,977 
a few\large estates can radically affect the total amount of a 
revenue. In 1934-35 over a quarter of the total of estate During 1934-35 receipts into the Road Fund amounted ¢ 
duties came from 35 estates of over £500,000 each. The to {26,975,000 (an increase of {1.2 millions compared with : 
£5 millions from estates of over {3 millions each was the the previous year), while expenditure amounted to only | 
second instalment from the Ellerman estate : — £19,958,000 (a decline of {1.1 millions). The result was a ‘ 
Estate Duty, 1934-35 cash balance at the end of the year of some {7 millions. 


The rise in revenue during 1934-35 was unexpected in view 
of the reduction in the horse-power tax on motor vehicles 









































Receipts from Sundry Loans.—Receipts under this 











Comparable figures for 1933-34 of the total number of 


head amounted to £4.9 millions in 1935-36, compared with 


Numbers _| Net CapitalWValve | _Net Receipts from January, 1935, and indicates a considerable increase ' 
amet Sa Percent, in the number of registrations. The main cause of the fall 
of Total |"™S-£ lof Total |". £ lof Total’ in expenditure was the reduction of grants for special 1 
employment schemes from {2.2 millions to £911,000. 
Small Estates. .cesee $1,004 | 37-88 | 13,971 | 2-62 99} o-14 In April, 1935, the remaining {2.5 millions of advances 
Exceeding Not exceeding from the Exchequer to the Fund were paid off and included, 
100 000 oa... 67,122 | 49-85 |107,695 | 20-18} 2955] 4-23 under the heading of Miscellaneous Receipts, in the Budget | 
15900 10,000 ..... 7506 | 5°64 | 57.951) 10-88 | 3.200 3°31 for 1935-36. In his Budget speech, however, the Chan- | 
25,000 000 :.:::. | 1,908 | 7-42 | @9,086 | 72-94] 8004] 21-23  Cellor, in order to balance his accounts, expressed his inten- 
voo000 200,000 “| . 390] 0-24 | ae2ee| “G-67 | Ios | Zzzx tion of also appropriating the remaining {4,470,000 of the jj 
200,000 500,000 ...... 137 | 9:20 | ss) 7-08 11,968 | 15-87 Road Fund’s balance, and including it in Miscellaneous 
1,000,000 3,000,000 ...... 13| 0-01 | 21:710| 4-06] 9/598 Fy +4 Receipts. This manoeuvre took no account of the accrued ¢ 
NO | 2] 9°00) 10,161) 1-90} 8.140) (7-19 deficit of the Fund on March 31, 1034, —" to ) 
Ee 134,659 | 100-00 | 533,691 | 100-00 | 71,591 | 100-00 SOARGAM, which would ail semain oultaneng. | 
| 
C 


estates, their net capital value and net receipts were 
134,193, £523,987,000 and {75,488,000 respectively. 

The legacy duty yielded £8.49 millions in 1934-35. The 
total capital taxed was estimated at {227.9 millions, of 
which {118 millions was taxed at the minimum rate of 1 per 
cent. (for legacies to husband, wife or lineal descendant or 
ancestor) and £36 millions at the maximum rate of 10 per 
cent. Revenue from the succession duty amounted to {1.1 
millions on capital of some {38.8 millions. 


Stamps.—Receipts from Stamp Duties in 1935-36 
amounted to {25.8 millions, compared with a Budget esti- 


a Budget estimate of {3.9 millions and actual receipts of 
£4.4 millions in 1934-35. 


RECEIPTS FROM SUNDRY LOANS 





000’s omitted 
1929-30 ' 999-33 1933-34 1934-35 
Interest, etc., on war loans :— £ £ £ 
Dominions and Colonies ... 9,813 454 771 253 
SD: it biebtieniheaieeiace 10,921 _ Seis "és 
Other Allied Powers ......... 5,050 ane eee 5 
Suez Canal shares ............... 1,834 2,255 2,079 2,39 ? 
Anglo-Iranian shares ......... 1,088 380 567 rr 
Other receipts..............0000005 3,934 2,036 1,238 1 we 
| Eee Eonar 32,640 5,125 4,655 4,372 


re Sas ENT OCA 


hy 


mate of {25 millions and actual receipts in 1934-35 of {24.1 
millions. The unexpected increase in revenue from this tl 
source has been due to a marked increase of activity on the _ head are not of very great importance. Changes are mostly 


Stock Exchange, particularly in the latter part of the year, due to repayment of loans, which cannot easily be pre 
and probably also to an in land values. The dicted. eae 
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Other Non-Tax Revenue.—This section includes the 
net profits from the Post Office, net income from Crown 
Lands and Miscellaneous Receipts. In 1933 it was decided 
that the Post Office should pay a fixed sum of {10,750,000 
into the Exchequer, and that any further surplus on its 

ear’s working (after certain adjustments explained in last 
year’s Supplement) should be paid, in the following year, 
into a Post Office Fund to be used for development pur- 

The net profit of the Post Office in 1935-36, at 
{11,670,000, was £180,000 less than the Budget estimate 
and {580,000 less than last year, but this decrease will not 
in the long run affect the Exchequer, as it will merely 


reduce next year’s contribution to the Post Office. Fund. 
Receipts from Crown Lands amounted to {1,360,000, and 
were slightly higher than last year or than the estimate for 
1935-36. Miscellaneous receipts, on the other hand, once 
more fell far short of the estimates. The total of {21.7 
millions was {4.2 millions less than had been anticipated, 
but exceeded receipts last year by {6.6 millions. In 
1934-35 the Post Office Savings Bank accounted for revenue 
in this class of £4.3 millions; repayments of Road Fund 
advances for {3.1 millions; and payments from the Bank 


of England on account of profits from the Note Issue for 
£2.8 millions. 





EXPENDITURE 


NATIONAL expenditure has been rising steadily in the past 
three years, and in 1936-37 will exceed the high level of 
1932-33 and be within a few millions of the record post-war 
expenditure of £881 millions in 1930-31. While no provi- 
sion is now being made for sinking funds, and the annual 
cost of the National Debt, owing to conversions and the low 
rate of interest on Treasury bills, is now more than {50 
millions less than in 1932-33, expenditure on defence has 
risen by over £50 millions and the cost of civil services has 
increased by over {20 millions. In the following table 
expenditure for the last three years is compared with that 
for 1913-14 and 1929-30 and estimates for 1936-37 are 
given. Where these are not available, last year’s figures 
are put in brackets : — 
EXPENDITURE (f millions) 





| 1913-14 | 1920-00 1933-4 1994-35| 1935-26| 1936-37 











(Est.) 
National Debt services ........ 24-5 | 355-0 | 220-7 | 224-0 | 224-0 | (224-0) 
Other Consolidated Fund 
TID ciniaseebscsiconincsonie 12-8 22-2 10-7 12-7 14-0 (13-7) 
Total Consolidated Fund ser- 
i Aadishsaduenbaienauunedionie 37-3 | 377-2 | 231-4 | 236-7 | 238-0 | (237-7) 
SD. BED... cccssssenees 77:2 | 113-0 | 107-9 | 113-9 | 136-9 158-2 
EE 53-9 246-5 
Customs and Excise and In- 350:8 | 358-3 | 375-1 878-7 
land Revenue .............++ 4:5 12-0 





sosccccccsoococse 135-6 | 371-5 | 458-7 | 472-2 | 512-0 536-9* 
Total ordinary............0s0000 172-9 | 748-7 | 690-1 | 708-9 .| 750-0 774-6* 

















ceveccerecccccscsoocooocess se coo 3-3 
Self-balancing— 
IT da cansicndvokis neeneg 24-6 58-9 59°3 61-8 66-1 69-3 
ee oe 21-9 25-5 26-4 25-8 | (25-8) 
Total self-balancing........... 24-6 80-8 84-8 88-2 91-9 95-1 
Grand total.............000 197°5 | 829-5 | 778-2 | 797-1 | 841-9 | 869°7° 























* Without provision for eventual Supplementary Estimates. 


Consolidated Fund Services.—The main item under 
this head is the cost of the National Debt, which is analysed 
ina later section on page 9 of this Supplement. In 1935-36 
there was an increase of {1.9 millions in Other Consoli- 
dated Fund Services over the final estimates and of 
{1,261,000 compared with issues in 1934-35. The pay- 


» Ment to the Post Office Fund fell from {2,291,000 to 


{1,127,000, but payments to Northern Ireland rose from 
{6,818,000 to {7,205,000. Other items under this heading 


: in past years have been the Civil List, advances for North 


tlantic Shipping, interest on Royal Mail guaranteed loans 


N and other issues under the Trade Facilities Acts. 


Defence Services.—Expenditure on the defence Ser- 
vices in 1936-37 is estimated at £158,211,000, as against 


| actual expenditure in 1935-36 of £136,949,000. This 


gure, however, makes no allowance for any expansion 
of services entailed by the programme outlined in the 
fecent Government White Paper; nor does it include, except 
in the case of the Army, any possible extra expenses which 
may be incurred owing to the Abyssinian dispute. This 
Tequired supplementary estimates of some {6,917,000 in 
1935-36. Both these important items will again be covered 
supplementaries in the current year. ; 
xpenditure on the defence Forces is now more than twice 
M at it was in 1913-14. It is true that there was no Air 
orce before the war and that this arm accounts for the 
larger part of the increase during the past two years. But 





expenditure on the Navy has increased by 40 per cent. 
since 1932-33, compared with an increase of 52 per cent. 
between 1908-09 and 1913-14, when the construction of 


DEFENCE SERVICES EXPENDITURE (EXCHEQUER IssUzsS) 
) 








(000’s omitted 
Navy Army Air Force Total 
£ £ 
1913-14 .......0... 48,833 28,346 é atin 
1931-32 _ ............ 51,060 38,520 17,700 107,280 
1932-33 ......00000- 50,010 35,880 17,100 102,990 
1933-34 .........00. 53,500 37,591 16,780 107,872 
1934-35 ............ 56,580 39,660 17,630 113,870 
1935-36 .........006 64,900 44,900* 27,596" 136,949 
1936-37 ......000008 69,930 49,281 39,000 158,211 

















* Budget estimate. 


capital ships was completely unrestricted, while the cost 
of the Army increased in these two periods by 16 and 6 per 
cent. respectively. The number of effectives, however, 
as is shown in the following table, is some 20,000 less than 
in the pre-war year: — 











Navy (a) Army (5) Air Force (b) 

1913-14 ........0eeeeee 142,960 185,600 

1931-32 ....ccccccceeee 92,449 148,800 30,263 
1932-33 ....ccccccccece 89,667 148,700 29,520 
1933-34 .......scseeees 89,863 148,700 28,470 
1934-35 ........csseeee 91,351 . 149,500 28,780 
1935-36 (estimate) (c) 97,982 152,200 45,000 
1936-37 (estimate) (c) 99,095 158,400 50,000 











(a) Exclusive of Royal Marine Police. 
(b) Establishment exclusive of India. 
(¢) Maximum for year. 


Navy.—The Navy Estimates for 1936-37 amount to 
£69,930,000, an increase of {9,880,000 compared with the 
original estimates for 1935-36. The Supplementary Esti- 
mate of {4,850,000 voted in February was required mainly 
for ‘‘ Special measures’’ arising out of the Italo- 
Abyssinian dispute. 

(000’s omitted) 





1935* | 1936 
1931 1932 | 1933 | 1934 | (Esti- | (Esti- 
mate) | mate) 





Average number of effectives ........ 92,449 | 89,667 | 89,863 | 91,351 | 97,982 | 99,095 





£ £ £ £ 
Wages, etc., of Officers and Men..... 13,433 | 12,636 12,514 12,689 | 13,128 13,573 
Victualling and clothing................ 3,146 | 2,981 | 3,182 3147 3,463 5400 























ical Establishments, etc. ........ 379| (361| 376 404 
aie. ri ah. onal 1,126 | 1,025 | 1,089 | 1,338 | 1,993 | 3,066 
Educational and Scientific Services 671 661 650 650 671 696 
Royal Naval Reserves ..........0+000+ 394 | 347| 373) 342) 351] 351 

a — 
— sinless 15,566 | 15,882 18,449 | 20,929 | 28,799 | 27,268 
Naval Armaments .........-..s0s00+e++ 3 ; \ v § 
uildings and Miscellaneous | 3,083 | 2,936 | 2,816 | 2,622] 2,730 | 3,172 
Adente ny mabe mre nga 1,114 | 1,086 | 1,079 | 1,106} 1,157 | 1,183 

. ive Services, Civil Super- 

Sen oe A ANS Per’ | 8,775 | 8,928 | 9,145 | 9,393 | 9,508 | 9,725 

Total Expenditure ..,........+0+- 51,015 | 50,164 | 53,444 | 56,616 | 64,900 | 69,930 





* Including supplementary estimate of £4,850,000. 


The main increases are {1 million in the vote for the Fleet 
Air Arm, {1.5 millions for the Maintenance of the Fleet 


ave tt ORD ea are neta 
- - —- ““ 














Les sehen mnntintn: cenresin onli ms soviet tn eatin te wees inter ct pages 
i ine tabi f 
" a aki vii src eon 


2 SCORED wr Renn 


























ee es - 


iN ath sires tttanes bn hod ateaen2 © 
me 














, iy ieaet mrmneym tet 


ee a rae 


, z 
2 
+3 we 
t + ¥ 
4 fz 
is + ty Beg 
- i , 
z ; 
: = ” 
x ® > 
: 
> | - 
: i. t 
t 7 ‘7-4 
4 r 
e . ; 
_ 
ie ey 4 
: 
, Za 
el 
‘ 4 
7 
, s 
‘ 4 ‘ 
i 7 
- Me 4% t 
8 % 
- z 
‘ k 
‘ 
; ee ae 
~ d 
q 
- 
¢ rg .> 
‘ . 
‘ \ . 
im 4 ; 
' 
At 
4 7 
; : 
: ' 
gt 
i | 
: 
i | | 


ian 
' 
ia 
| 
ee 


ee ed 


some inert 





ene 














ma Ba a 


ja 
os. 


6 THE ECONOMIST BUDGET SUPPLEMENT 





“as 





(mainly due to the speeding up of present programmes of 
construction), and {1.4 millions for naval armaments. 
{400,000 of this last figure is for guns and {800,000 for 
projectiles and ammunition, so that the vote for these two 
items is almost doubled. 


Army.—The Army Estimates for 1936-37 are put at 
{49,281,000, an increase of {5,731,000 on the original 
estimates for 1935-36. {£1.55 millions of this is accounted 
for by the Italo-Abyssinian dispute. The rest is due to 
the mechanisation and modernisation of the Army and to 
some expansion in its establishments. 
































(000's omitted) 
1935* 1936 
1931 1932 1933 1934 (Esti- (Esti- 
mate) mate) 
Number of effectives ......... 148,800 148,700 | 148,700 | 149,500 | 152,200 | 158,400 
£ £ £ £ £ £ 
Pay, etc., of the Armv ...... | 9,174 9,008 9,416 9,514 9,531 10,339 
Territorial Army and Reserve 
ee 5,409 3,952 4,721 4,777 5,111 5,984 
Medical Services ............... 910 877 872 910 1,026 987 
Educational Establishments 831 802 785 866 914 947 
Quartering and Movements... 1,285 1,203 1,205 1,269 1,684 1,417 
Supplies, Road Transport and 
cen ichini aden 3,905 3,688 3,758 3,851 4,332 4,410 
Clothing and Stores............ 4,547 4,176 4,358 5,153 8,229 | 10,853 
Works, Buildings, Lands and 
Miscellaneous Effective 
OE REE 3,130 3,329 3,427 4,292 4,909 4,999 
SE ee 813 798 802 816 859 8838 
Half-Pay, Retired Pay, Pen- 
BE Ts étncnentndéiveciemes 8,438 8,141 8,127 8,242 8,305 8,457 
Net Expenditure ......... 38,624 | 36,137 | 37,540 39,692 | 44,900 | 49,281 





* Including Supplementary Estimate of £1,350,000. 


The total establishments of the Regular and Territorial 
Armies and of the Reserve Forces are to be raised from 
518,000 to 537,000 at an additional cost of £1,670,000. 
Unless there is some improvement in recruiting, however, 
this may not prove possible, for in January last the total 
effective strength of the Army at 457,354 (including 55,200 
troops in India) was some 80,000 less than required by the 
War Office. But the main increase in the estimates is in 
“‘ warlike stores,’’ especially in gun ammunition and 
motor transport. 


AtR Force.—The Air Estimates for 1936-37 at {£39 
millions show an increase of {18,350,000 compared with 
the original estimates for 1935-36. If this sum is added to 
the Supplementary Estimate voted last July, the pro- 
gramme inaugurated last summer will have cost about 
£23 millions by March, 1937. The Chancellor has announced 
that a Supplementary of some {10 millions will be required 
for the new programme in the current year. 

















(000's omitted) 
1935* | 1936 
1931 1932 1933 1934 | (Esti- | (Esti- 
mate) | mate) 
Number of effectives ................+: 30,263 | 29,520 | 28,470 | 28,780 | 45,000 | 50,000 
4 £ £ £ £ £ £ 
Pay, etc., of the Royal Air Force ... | 3,837 | 3,867 | 4,020 | 4,227 | 5,075 | 6,518 
Quartering Stores, Supplies and 
ITI... ccupsnasnarssecovesons 1,526 | 1,471 | 1,399 | 1,456 | 2,532 | 2,838 
Technical and Warlike Stores ...... 7,846 | 7,352 | 6,953 | 7,190 | 11,602 | 18,491 
Works, Buildings and Lands ......... 1,725 | 1,524 | 1,390] 1,820} 4,900 | 6,600 
SS eee ae 294 286 278 295 334 368 
Technical Training and Educational 
1 CELA LIAL LLL ORE 475 419 388 380 496 657 
Auxiliary and Reserve Forces ...... 591 522 464 406 487 557 
SEE IDL, ionchintubonscebobnnsceees 466 462 460 509 437 760 
Meteorological and Miscellaneous 
| ET OR 230 223 326 328 §25 817 
SID sv ccusbantocnuniqnssbonesnbanes 638 638 643 691 832 950 
Half-Pay, Pensions, etc................ 240 294 378 368 376 444 
Net Expenditure ............... 17,869 | 17,057 | 16,701 | 17,671 | 27,596 | 39,000 




















* Includes Supplementary Estimates of £5,335,000 voted in July and £1,611,000 in 
February, mainly on account of the Italo-Abyssinian dispute. 

The main increases in the above estimates are over {5 
millions for aeroplanes, {1.5 millions for armaments and 
£2.2 millions for new works. These latter include permanent 
accommodation at seven new stations, three new armament 
training camps and further work on the air base in Iraq. 
The first-line strength of the Fleet Air Arm is to be raised 
by 27 aircraft to a total of 217 by the end of the financial 
year. The expansion of the first-line establishment of the 
Royal Air Force to 1,750 should be completed in 1937 or 


1938 and is entailing the training of 2,500 pilots (of whom 


—— 


800 still need to be recruited) and 22,000 airmen in tw 
years. " 


Civil Estimates.—Expenditure in 1936-37 on Civil 
Departments, excluding Revenue Departments and the Post 
Office, is estimated at £365,254,000. This is £4,417,000 
less than the final estimate for the previous year, but f20 
millions more than actual expenditure in 1934-35. 

A considerable part of the increase on all the votes in 
1935-36 was due to the restoration of the second half of the 
Io per cent. salary cuts in July, 1935. But there were other 
reasons for the additional expenditure on ‘‘ Labour ” and 
‘‘ Other Heads.’’ The former class, which consists main} 
of the cost of unemployment, is analysed in detail in a 
later section. ‘‘ Other Heads ’’ included in 1935-36 grants 
to local authorities of {6,135,000 on account of Public 
Assistance expenditure, which should have been taken over 
by the Central Government under the second part of the 
1934 Unemployment Act. Moreover, the tramp shipping 
subsidy was introduced and the cattle and milk subsidies 
and grants for agricultural development were all increased. 
In the present year additional expenditure may be 
expected under these headings, as no provision has been 
made for payments to local authorities, and the cattle 
subsidy has been put at only {1,000,000 instead of the 
{4,000,000 voted last year. With these additions expendi- 
ture in 1936-37 is likely to be quite as high as in the 
previous year. 

We show below the course of expenditure, divided into 
its main heads, during the last six years: — 


Crvit SERVICE EXPENDITURE 











Pensions 

Educa- Other 
: Health Labour Total 

tion War | Others Heads 
£ Mn. | £ Mn. | £ Mn. | { Mn. | £ Mn. | £ Mn. | { Mn. 
1930-31 | 52-7 22-0 52-0 45-8 36-8 98-1 | 307-4 
1931-32 | 53-0 22-0 49-6 47-9 47-7 99-9 | 320-1 
1932-33 | 49-4 22-1 46-9 50-7 77-9 95-9 | 342-9 
1933-34 | 51-1 21-6 45-2 55-7 71-8 93-3 | 338-7 
1934-35 | 52-9 22-4 43-5 58-0 66-5 | 102-3 | 345-6 
1935-36*| 55-9 23-6 42-6 60-6 73-8 1113-2 | 369-7 
1936-37+| 58-0 25-1 41-7 62-6 68-7 | 109-2 | 365-3 


























* Final estimates. + Budget estimates. 


CENTRAL GOVERNMENT (Classes I, II and III).—The fol- 
lowing table shows expenditure in the first three classes of 
the estimates : — 





1935-36 | 1936-37 
Estimate} Estimate 


1933-34 
Actual 


1934-35 
Actual 





goo | 000 | £000 | £000 








I. Central Government and Finance ............ 1,905 1,922 2,134 2,146 

II, ee ve IEE  osebutiapeteacessssiassonns 8,432 8,044 8,756 9,400 
ol Ww — _—— ee 

F.O., Diplomatic and Consular Services... | 1,351 1,398 1,457 | 1,426 


"ene 172 157 224 272 














Irish Free State Services ................00005 2,280 | 2,294 | 2,294 | 3,043 
Dominion and Colonial Services ............ 2,096 1,565 1,692 1,637 
Colonial Development Fund.................. 400 500 900 900 
IID sidiitrihcuninccoisceetineabbieses 1,634 1,614 1,667 1,619 
BE TRIE er cecsccccsccsenssesesoeseseee 15,742 | 16,234 | 17,343 | 18,362 
of which— ee 
III .chdoanenmianengemdapasenaptanietens 448 467 593 | 1,019 
Si iain sauenaeiiiiieiinaaiatainadaninieani 11,309 [11,706 | 12,532 | 12,996 
_ ARERR NRG Rae Nee 1066 | 1,123 | 1,206 | 1,292 
Ba wediel Ban 
SD Shaticcchidactiionsicintcesteiwintnsls 26,079 | 26,200 | 28,233 | 29,908 




















The increase in Class II is entirely due to the increase of 
£750,000 in the Irish Free State services, which include 
substitutions for amounts due from the Trish Free State on 
account of land purchase and of the Local Loans Fund. 
The increase in the Home Office vote is accounted for by an 
estimate of {500,000 for air-raid precautions. 


EpucaTION.—The estimate of expenditure on education 
in 1936-37 is put at £58,044,527, compared with an origina 
estimate for 1935 of £54,103,959 and a final estimate 0 
£55,913,434. Actual net expenditure in 1934-35 WS 
£52,938,482. Universities and colleges are to get £550,000 
more than in 1934. But the main increases are for public 
education in Scotland (estimate of {7.5 millions, compa 
with expenditure of {6.9 million in 1934) and for the 
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of Education (of which details are given in the following 


e):— 
tabl ENGLAND AND WALES 





—_ 


Board of Education 
Estimates 


Total Expenditure 
by L.E.A.’st 


























Cost per 
Elementary 
Total | Grants to |Elementary| Higher Pupil 
Vote L.E.A.’s | Education | Education 
£ Mn. £ Mn. £ Mn. £ Mn. s. d 
1913-14 14-7 12-8 25-6 4:4 95 2 
1930-31 45-5 42-6 64-7 16-4 262 6 
1931-32 48-4 45-2 63-2 16-4 252 5 
1932-33 42-9 39-0 61-2 15-8 242 7 
1933-34 42-1 37-8 61-9 16-0 244 6 
1934-35 43-6 41- 64-6 16:8 263 5 
1935-36 46-1t 43-6 64-9* 17-1* 272 5* 
1936-37 47-7t 44-9 68 -8* 18-2* 294 8* 








* Provisional, t Including proportion borne by the rates. 


~ Budget estimate. 


The estimated increase of {£5 millions in total expenditure 
on public education in England and Wales compared with 
original estimates for the current year is due as to £3 
millions to the restoration of the second half of the 10 per 
cent. cut in teachers’ salaries during a whole year. Expendi- 
ture on higher education has also been increased owing to 
the rise in the number of pupils from 448,000 in March, 
1934, to 477,700 in October, 1935. Considerable increases 
are planned for elementary education on special services 
such as nursery schools, medical services, etc., the provision 
of meals and reorganisation. These are, however, partly 
offset as far as the Exchequer is concerned by the automatic 
decrease in the Exchequer grant by {£381,000 owing to the 
reduced numbers of pupils in attendance and to the in- 
creased yield of a 7d. rate, which affects the Exchequer 
grant formula. 


HEALTH, LABOUR AND INSURANCE (Class V).—The esti- 
mates for 1936-37 under these heads show an increase of 
{2 millions over last year’s original estimate of {160.8 
millions. Supplementaries of {6.9 millions were voted 
during the year, but {6.1 of these were for grants to local 
authorities for which no corresponding provision has been 
made this year. Total expenditure in the coming year is 
therefore likely, in fact, to be somewhat higher than in 
1935-36. A decrease of {6 millions in the estimated cost of 
unemployment has been to some extent offset by a vote of 
{3 millions for the Special Areas Fund, for which no provi- 
sion was made last year, and by an automatic increase of 
{2 millions in the cost of pensions. Details of expenditure 
are shown in the following table: — 

HEALTH, LABOUR AND INSURANCE 





























. Pensions 
Ministry Ministry 
of Widows’, of oe Total 
Health® | Old Orphans’ Labour 
Age etc. 
£Mn. |{£Mn.| £ Mn. £{ Mn. £ Mn. | £ Mn. 
1930-31... | 22-0 36°8 9-0 36°8 3:1 107-7 
1931-32... 22-0 37-9 10-0 47-7 3-7 121-3 
1932-33... 22-1 39-7 11-0 77-9 4-0 154-7 
1933-34... 21-6 40-4 12-0 71-8 7:0 150-7 
1934-35 22-4 41-8 13-0 66-5t 7:1 150°8 
1935-36 + 23-6 43-3 14-0 73-8t | 13-0 167-7 
1936-375 | 25-1 | 44-3] 15-0 68-74 | 9-6 | 162-7 





* Including Scottish Department of Health + Final Estimate. 
$ Including Unemployment Assistance. § Budget Estimate. 
Health.—Expenditure under the Ministry of Health has 

shown a steady rise since 1933. The increase of {1.5 

millions this year is due to a rise of £639,000 in housing 

grants (mainly for slum clearance) and of £569,000 in the 
grant-in-aid to the National Health Insurance Fund (in- 
cluding a grant of {400,000 to the Unemployment Arrears 

Fund under the 1935 Act). Grants for the provision of 

tural water supplies are also to be increased. Of the total 

of {25.1 millions, administration of the Ministry of Health 
accounts for {2.1; housing grants in England and Scotland 
for £16.0; and Health Insurance grant for £6.3 millions. 


Labour.—The position with regard to the financing of 
the cost of unemployment is still unregulated owing to 
postponement of the day when the Government was to 





take over the administration of all Public Assistance from 
the local authorities. In 1934 the cost to the State of 
unemployment was about {59.6 millions, made up of con- 
tributions to the Unemployment Insurance Fund of {13.4 
millions (after deducting expenses incurred by the 
pear A transitional payment grants of {45.6 millions 
and {600,000 for the cost of the new Unemployment 
Assistance Board. From the beginning of 1935 transitional 
payments were replaced by Unemployment Allowances, 
which will cover all payments of relief in respect of unem- 
ployment other than genuine insurance benefit, when the 
second part of the 1934 Unemployment Act comes into 
force. In 1935-36 contributions from the Exchequer in 
respect of insurance benefit amounted to {18.6 millions, 
grants for unemployment assistance allowances (excluding 
expenses) to {48.3 millions and the cost of the Unemploy- 
ment Assistance Board to {2.1 millions—making a total 
cost of {69 millions. For 1936-37 these items are estimated 
to cost {18.0, {42.9 and {2.0 millions respectively—making 
a total of nearly £63 millions. The increased cost of unem- 
ployment last year was therefore due in part to the cost of 
administering the new scheme, in part to the rise in the 
numbers of insured persons in respect of whom contribu- 
tions were payable by the Exchequer and in part to the 
increased scales of benefit and of assistance. The relief to 
local revenues envisaged in the new scheme adds a further 
burden to the central budget, which in 1935-36 amounted 
to over {6 millions. But, as this is merely a transfer of 
responsibility, it constitutes no additional charge on the 
national finances as a whole. 

Expenditure on training and employment schemes is to 
be increased by some £800,000 to {2.2 millions. 


TRADE AND INDUSTRY (Class VI).—The total estimate for 
this class amounts to {15.8 millions, compared with an 
original estimate last year of {11.4 millions and a final 
estimate of {18.2 millions. The Supplementaries last year 
included £4 millions for the cattle fund, {2.8 millions for 
the beet sugar subsidy and smaller additional grants in 
respect of the herring industry, the drainage of land, 
animal diseases, etc. This year the only obvious Supple- 
mentary which will be needed will be some £3 millions for 
the cattle fund, for which only {1 million has so far been 
provided as its continuation has only been sanctioned by 
Parliament until the end of June. Otherwise expenditure 
is on the same lines as last year. The milk subsidy has 
been reduced by £426,000 and the beet subsidy increased 
by a similar amount. The total cost of subsidies (including 
{4 millions for cattle) will be about {10 millions, compared 
with {11 millions last year, {8} millions in 1934-35 and £5 
millions in 1933-34. Expenditure on research and develop- 
ment (including land settlement) is put at half a million 
higher than in 1934. 


Works, STATIONERY, ETC. (Class VII).—The estimate 
for Common Services in 1936-37 amounts to £8,552,340— 
an increase of {208,857 compared with the previous year, 
in spite of the non-recurring item of £50,000 spent last year 
for the Jubilee. 


Pensions (Class VIII).—This estimate at {44,988,108 
shows a net decrease of over {1 million, owing to the 
further reduction in the number of pensioners. 

EXCHEQUER CONTRIBUTIONS TO LocaL REVENUES (Class 
XI).—This vote covers the payments from the Exchequer 
to Local Revenues made under the provisions of the Local 
Government Acts of 1929 and 1933 for general purposes. 
The total for 1936-37 is estimated at {45,199,427—of which 
{39.5 millions is for England and Wales and {5.7 millions 
for Scotland. This is £89,000 less than in 1935-36. 


Revenue Departments.—The cost of the Revenue 
Departments in recent years is given in the following 
table : — 






































(£000’s omitted) 
1935-36 | 1936-37 
1913-14] 1933-34 | 1934~35 Se atieendenl Mathenaten 
Customs & Excise | 2.431 5,200 5.490 5,672 § 837 
Inland Revenue...| 2,052 6,945 7,160 7,528 7,654 
Total ........ 4,483 | 12,145 | 12,650 13,200 13,491 
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“an 





(mainly due to the speeding up of present programmes of 
construction), and {1.4 millions for naval armaments. 
{400,000 of this last figure is for guns and {800,000 for 
projectiles and ammunition, so that the vote for these two 
items is almost doubled. 


Army.—The Army Estimates for 1936-37 are put at 
£49,281,000, an increase of {5,731,000 on the original 
estimates for 1935-36. {£1.55 millions of this is accounted 
for by the Italo-Abyssinian dispute. The rest is due to 
the mechanisation and modernisation of the Army and to 
some expansion in its establishments. 


(000's omitted) 





1935* | 1936 
1931 1932 1933 1934 (Esti- (Esti- 
mate) mate) 





























Number of effectives ......... 148,800 | 148,700 | 148,700 | 149,500 | 152,200 | 158,400 
£ £ £ £ £ £ 
Pay, etc., of the Army ...... 9,174 9,008 9,416 9,514 9,531 10,339 
Territorial Army and Reserve 
NN eee eae 5,409 3,952 4,721 4,777 5,111 5,984 
Medical Services .............++ 910 877 872 910 1,026 987 
Educational Establishments 831 802 785 866 914 947 
Quartering and Movements... 1,285 1,203 1,205 1,269 1,684 1,417 
Supplies, Road Transport and 
NS EEE 3,905 3,688 3,758 3,851 4,332 4,410 
Clothing and Stores............ 4,547 4,176 4,358 5,153 8,229 | 10,853 
Works, Buildings, Lands and 
Miscellaneous Effective 
OS Er 3,130 3,329 3,427 4,292 4,909 4,999 
eee 813 798 802 816 859 8838 
Half-Pay, Retired Pay, Pen- 
BRENG, DOES saneccnsscesconsesnss 8,438 | 8,141 8,127 | 8,242 | 8,305 | 8,457 
Net Expenditure ......... 38,624 | 36,137 | 37,540 | 39,692 | 44,900 | 49,281 








* Including Supplementary Estimate of £1,350,000. 


The total establishments of the Regular and Territorial 
Armies and of the Reserve Forces are to be raised from 
518,000 to 537,000 at an additional cost of £1,670,000. 
Unless there is some improvement in recruiting, however, 
this may not prove possible, for in January last the total 
effective strength of the Army at 457,354 (including 55,200 
troops in India) was some 80,000 less than required by the 
War Office. But the main increase in the estimates is in 
‘“‘ warlike stores,’’ especially in gun ammunition and 
motor transport. 


Arr Force.—The Air Estimates for 1936-37 at {£39 
millions show an increase of £18,350,000 compared with 
the original estimates for 1935-36. If this sum is added to 
the Supplementary Estimate voted last July, the pro- 
gramme inaugurated last summer will have cost about 
£23 millions by March, 1937. The Chancellor has announced 
that a Supplementary of some {10 millions will be required 
for the new programme in the current year. 

















(000's omitted) 
1935* | 1936 
1931 1932 1933 1934 | (Esti- | (Esti- 
mate) | mate) 
Number of effectives ................+. 30,263 | 29,520 | 28,470 | 28,780 | 45,000 | 50,000 
£ £ £ £ £ f 
Pay, etc., of the Royal Air Force ... | 3,837 | 3,867 | 4,020 | 4,227 5,075 | 6,518 
Quartering Stores, Supplies and 
TrMmeportation .. ...000.0ccscsccccesene 1,526 | 1,471 | 1,399 | 1,456 | 2,532 | 2,838 
Technical and Warlike Stores ...... 7,846 | 7,352 | 6,953 | 7,190 | 11,602 | 18,491 
Works, Buildings and Lands ......... 1,725 | 1,524 | 1,390 | 1,820 | 4,900 | 6,600 
a 294 286 278 295 334 368 
Technical Training and Educational 
IN <5 ntckhhcphiuksumeenesineensdnie 475 419 388 380 496 657 
Auxiliary and Reserve Forces ...... 591 522 464 406 487 557 
ER EMI cnncidvtacsonccasbesscoctes 466 462 460 509 437 760 
Meteorological and Miscellaneous 
RUE RE 230 223 326 328 §25 817 
NE ve ccktobicbarsniatenstobeseetn 638 638 643 691 832 950 
Half-Pay, Pensions, etc..............++ 240 294 378 368 376 444 
Net Expenditure ............... 17,869 | 17,057 | 16,701 | 17,671 | 27,596 | 39,000 




















* Includes Supplementary Estimates of £5,335,000 voted in July and £1,611,000 in 
February, mainly on account of the Italo-Abyssinian dispute. 

The main increases in the above estimates are over {5 
millions for aeroplanes, {1.5 millions for armaments and 
£2.2 millions for new works. These latter include permanent 
accommodation at seven new stations, three new armament 
training camps and further work on the air base in Iraq. 
The first-line strength of the Fleet Air Arm is to be raised 
by 27 aircraft to a total of 217 by the end of the financial 
year. The expansion of the first-line establishment of the 
Royal Air Force to 1,750 should be completed in 1937 or 
1938 and is entailing the training of 2,500 pilots (of whom 


—, 


800 still need to be recruited) and 22,000 airmen in ty, 
years. 0 


Civil Estimates.—Expenditure in 1936-37 on Ciyi 
Departments, excluding Revenue Departments and the Post 
Office, is estimated at £365,254,000. This is £4,417,000 
less than the final estimate for the previous year, but. 20 
millions more than actual expenditure in 1934-35. 

A considerable part of the increase on all the votes in 
1935-36 was due to the restoration of the second half of the 
10 per cent. salary cuts in July, 1935. But there were other 
reasons for the additional expenditure on ‘‘ Labour ” ang 
‘* Other Heads.’’ The former class, which consists main} 
of the cost of unemployment, is analysed in detail in 4 
later section. ‘‘ Other Heads ’’ included in 1935-36 grants 
to local authorities of {6,135,000 on account of Public 
Assistance expenditure, which should have been taken over 
by the Central Government under the second part of the 
1934 Unemployment Act. Moreover, the tramp shipping 
subsidy was introduced and the cattle and milk subsidies 
and grants for agricultural development were all increased. 
In the present year additional expenditure may be 
expected under these headings, as no provision has been 
made for payments to local authorities, and the cattle 
subsidy has been put at only £1,000,000 instead of the 
£4,000,000 voted last year. With these additions expendi- 
ture in 1936-37 is likely to be quite as high as in the 
previous year. 

We show below the course of expenditure, divided into 
its main heads, during the last six years: — 


Crvir SERVICE EXPENDITURE 
































Pensions 

Educa- Other 
: Health Labour Total 

thon War | Others Heads 
£ Mn. | { Mn. | £ Mn. | £ Mn. | £ Mn. | £ Mn. | { Mn. 
1930-31 §2-7 22-0 52-0 45-8 36-8 98-1 | 307-4 
1931-32 | 53-0 22-0 49-6 47-9 47-7 99-9 | 320-1 
1932-33 | 49-4 22:1 46-9 50-7 77-9 95-9 | 342-9 
1933-34 | 51-1 21-6 45-2 55-7 71-8 93-3 | 338-7 
1934-35 | 52-9 22-4 43-5 58-0 66-5 | 102-3 | 345:6 
1935-36*| 55-9 23-6 42:6 60-6 73-8 | 113-2 | 369-7 
1936-37+| 58-0 25-1 41-7 62:6 68-7 | 109-2 | 365-3 





* Final estimates. + Budget estimates. 


CENTRAL GOVERNMENT (Classes I, II and III).—The fol- 
lowing table shows expenditure in the first three classes of 
the estimates : — 





1933-34 | 1934-35 | 1935-36 1936-37 
Actual | Actual | Estimate] Estimate 





fooo | go00 | £000 | £7000 


























I. Central Government and Finance ............ 1,905 1,922 2,134 2,146 
Il. Fonige _ NINE cestiiddibeahakaantcammacies 8,432 8,044 8,756 | 9,400 
ol w — EE 
F.O., Diplomatic and Consular Services... | 1,351 1,398 1,457 | 1,426 
League of Nations ................c.sccssccesees 172 157 224 272 
Irish Free State Services .............0..s00+ 2,230 2,294 2,294 | 3,043 
Dominion and Colonial Services ............ 2,096 1,565 | 1,692 | 1,637 
Colonial Development Fund.................. 400 500 900 900 
PE cinsskitenesseddactnsenacinnrncen 1,634 1,614 1,667 | 1,619 
III. Home Department ...............scceeceeeeeeeee 15,742 | 16,234 |17,343 | 18,362 
of which-—- a 
Ee ae oe 448 467 593 | 1,019 
laa NEL a 11,309 | 11,706 | 12,532 | 12,996 
ND Uibskhatieihnckciccuintiadesducitdecs side 1066 | 1,123 | 1,206 | 1,292 
Te ie 
RUE eiueh, ans bdcatctinubecdaehdonsskacits 26,079 | 26,200 | 28,233 | 29,908 




















The increase in Class II is entirely due to the increase of 
£750,000 in the Irish Free State services, which include 
substitutions for amounts due from the Trish Free State on 
account of land purchase and of the Local Loans Fund. 
The increase in the Home Office vote is accounted for by an 
estimate of £500,000 for air-raid precautions. 


EpDUCATION.—The estimate of expenditure on education 
in 1936-37 is put at £58,044,527, compared with an original 
estimate for 1935 of £54,103,959 and a final estimate 0 
£55,913,434. Actual net expenditure in 1934-35 W 
£52,938,482. Universities and colleges are to get £55000 
more than in 1934. But the main increases are for public 
education in Scotland (estimate of {7.5 millions, comp 
with expenditure of {6.9 million in 1934) and for the 
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of Education (of which details are given in the following 


e):— 
tabl ) ENGLAND AND WALES 





























Board of Education| Total Expenditure 
Estimates by L.E.A.'st Cost per 
oer Elementary 
Total | Grants to |Elementary| Higher | Pupil 
Vote L.E.A.’s | Education | Education 
£ Mn. £ Mn. £ Mn. £ Mn. s. d. 
1913-14 14-7 12-8 25-6 4-4 95 2 
1930-31 45-5 42-6 64-7 16-4 262 6 
1931-32 48-4 45-2 63-2 16-4 252 5 
1932-33 42-9 39-0 61-2 15-8 242 7 
1933-34 42-1 37-8 61-9 16-0 244 6 
1934-35 43-6 41-3 64-6 16-8 263 5 
1935-36 46-1t 43-6 64-9* 17-1" 272 5* 
1936-37 47-7t 44-9 68 -8* 18-2* 294 8* 








* Provisional, t Including proportion borne by the rates. 


} Budget estimate. 


The estimated increase of £5 millions in total expenditure 
on public education in England and Wales compared with 
original estimates for the current year is due as to {3 
millions to the restoration of the second half of the ro per 
cent. cut in teachers’ salaries during a whole year. Expendi- 
ture on higher education has also been increased owing to 
the rise in the number of pupils from 448,000 in March, 
1934, to 477,700 in October, 1935. Considerable increases 
are planned for elementary education on special services 
such as nursery schools, medical services, etc., the provision 
of meals and reorganisation. These are, however, partly 
offset as far as the Exchequer is concerned by the automatic 
decrease in the Exchequer grant by £381,000 owing to the 
reduced numbers of pupils in attendance and to the in- 
creased yield of a 7d. rate, which affects the Exchequer 
grant formula. 


HEALTH, LABOUR AND INSURANCE (Class V).—The esti- 
mates for 1936-37 under these heads show an increase of 
{2 millions over last year’s original estimate of {160.8 
millions. Supplementaries of {6.9 millions were voted 
during the year, but {6.1 of these were for grants to local 
authorities for which no corresponding provision has been 
made this year. Total expenditure in the coming year is 
therefore likely, in fact, to be somewhat higher than in 
1935-36. A decrease of {£6 millions in the estimated cost of 
unemployment has been to some extent offset by a vote of 
{3 millions for the Special Areas Fund, for which no provi- 
sion was made last year, and by an automatic increase of 
{2 millions in the cost of pensions. Details of expenditure 
are shown in the following table: — 

HEALTH, LABOUR AND INSURANCE 





























. Pensions 

Ministry Ministry 
of Old Widows’, of amd Total 

Health* nt “| Orphans’, Labour 

Age etc. 

£ Mn. Mn. Mn. Mn. Mn. Mn. 
1930-31... | “22-0 Axe £50 4o.8 on §07-7 
1931-32...| 22-0 | 37-9 10-0 47-7 3:7 | 121-3 
1932-33...| 22-1 | 39-7 11-0 77:9 4-0 | 154-7 
1933-34... | 21-6 | 40-4 12-0 71-8 7-0 | 150-7 
1934-35 22-4 | 41-8 13-0 66:5¢ | 7:1 | 150-8 
1935-36+ 23-6 | 43-3 14-0 73-8t | 13-0 | 167-7 
1936-37 | 25-1 | 44-3 15-0 68:7t | 9-6 | 162-7 





* Including Scottish Department of Health + Final Estimate. 
t Including Unemployment Assistance. § Budget Estimate. 
Health.—Expenditure under the Ministry of Health has 

shown a steady rise since 1933. The increase of {1.5 

millions this year is due to a rise of £639,000 in housing 

grants (mainly for slum clearance) and of £569,000 in the 
grant-in-aid to the National Health Insurance Fund (in- 
cluding a grant of £400,000 to the Unemployment Arrears 

Fund under the 1935 Act). Grants for the provision of 

tural water supplies are also to be increased. Of the total 

of {25.1 millions, administration of the Ministry of Health 
accounts for (2.1; housing grants in England and Scotland 
or {16.0; and Health Insurance grant for £6.3 millions. 


Labour.—The position with regard to the financing of 
the cost of unemployment is still unregulated owing to 
postponement of the day when the Government was to 


take over the administration of all Public Assistance from 
the local authorities. In 1934 the cost to the State of 
unemployment was about {59.6 millions, made up of con- 
tributions to the Unemployment Insurance Fund of {13.4 
millions (after _ deducting expenses incurred by the 
peep? La transitional payment grants of {45.6 millions 
and {600,000 for the cost of the new Unemployment 
Assistance Board. From the beginning of 1935 transitional 
payments were replaced by Unemployment Allowances, 
which will cover all payments of relief in respect of unem- 
ployment other than genuine insurance benefit, when the 
second part of the 1934 Unemployment Act comes into 
force. In 1935-36 contributions from the Exchequer in 
respect of insurance benefit amounted to £18.6 millions, 
grants for unemployment assistance allowances (excluding 
expenses) to £48.3 millions and the cost of the Unemploy- 
ment Assistance Board to {2.1 millions—making a total 
cost of {69 millions. For 1936-37 these items are estimated 
to cost {18.0, {42.9 and {2.0 millions respectively—making 
a total of nearly £63 millions. The increased cost of unem- 
ployment last year was therefore due in part to the cost of 
administering the new scheme, in part to the rise in the 
numbers of insured persons in respect of whom contribu- 
tions were payable by the Exchequer and in part to the 
increased scales of benefit and of assistance. The relief to 
local revenues envisaged in the new scheme adds a further 
burden to the central budget, which in 1935-36 amounted 
to over {6 millions. But, as this is merely a transfer of 
responsibility, it constitutes no additional charge on the 
national finances as a whole. 

Expenditure on training and employment schemes is to 
be increased by some {800,000 to {2.2 millions. 


TRADE AND INDUSTRY (Class VI).—The total estimate for 
this class amounts to {15.8 millions, compared with an 
original estimate last year of {11.4 millions and a final 
estimate of {18.2 millions. The Supplementaries last year 


included £4 millions for the cattle fund, {2.8 millions for ° 


the beet sugar subsidy and smaller additional grants in 
respect of the herring industry, the drainage of land, 
animal diseases, etc. This year the only obvious Supple- 
mentary which will be needed will be some {£3 millions for 
the cattle fund, for which only £1 million has so far been 
provided as its continuation has only been sanctioned by 
Parliament until the end of June. Otherwise expenditure 
is on the same lines as last year. The milk subsidy has 
been reduced by £426,000 and the beet subsidy increased 
by a similar amount. The total cost of subsidies (including 
{4 millions for cattle) will be about fro millions, compared 
with {11 millions last year, £8} millions in 1934-35 and £5 
millions in 1933-34. Expenditure on research and develop- 
ment (including land settlement) is put at half a million 
higher than in 1934. 


Works, STATIONERY, ETC. (Class VII).—The estimate 
for Common Services in 1936-37 amounts to £8,552,340— 
an increase of {208,857 compared with the previous year, 
in spite of the non-recurring item of £50,000 spent last year 
for the Jubilee. 

Pensions (Class VIII).—This estimate at {44,988,108 
shows a net decrease of over {1 million, owing to the 
further reduction in the number of pensioners. 


ExCHEQUER ConTRIBUTIONS TO LocaL REVENUES (Class 
XI).—This vote covers the payments from the Exchequer 
to Local Revenues made under the provisions of the Local 
Government Acts of 1929 and 1933 for general purposes. 
The total for 1936-37 is estimated at £45,199,427—of which 
{39.5 millions is for England and Wales and £5.7 millions 
for Scotland. This is £89,000 less than in 1935-36. 


Revenue Departments.—The cost of the Revenue 
Departments in recent years is given in the following 
table : — 























(£000’s omitted) 
1935-36 | 1936-37 
1913-14} 1933-34 | 1934-35 Estimates! Estimates 
i 5,837 
Customs & Excise | 2.431 5,200 5,490 5,672 , 
Inland Revenue...| 2,052 6,945 7,160 7,528 7,654 
Total ........ | 4,483 | 12,145 12,650 | 13,200 13,491 
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The cost of collecting Inland Revenue, after falling between 
1928 and 1932, had risen by 1934-35 to 1.89 per cent. of 
the total amount collected, compared with a cost in 1925-26 
of 1.53 per cent. The cost in the present financial year is 
likely to show little change owing to the exceptionally high 
level of receipts. Customs and Excise receipts, on the other 
hand, have increased so much that the proportionate cost 
has fallen considerably and is now somewhat lower than 
that of Inland Revenue duties. 


Post Office.—The progressive policy of expansion of 
the Post Office services has so far been amply justified by 
results. In 1934 the number of air mail services was in- 
creased and the charges simplified; telephone trunk calls 
at night were reduced to a universal charge of 1s. for three 
minutes anywhere on the mainland and overseas services 
were extended. In 1935 telegram rates were reduced from 
1s. for the first twelve words to 6d. for the first nine words; 
parcel rates were also lowered. From May, 1936, the maxi- 
mum charge for telephone trunk calls anywhere on the 
mainland of Great Britain is lowered to 2s. 6d. for three 
minutes with other reductions for distances between 35 and 
200 miles, which are not affected by this concession. 

Owing to the resulting increase of business, expenditure 
by the Post Office has increased from {61,750,000 in 
1934-35 to an estimated figure for 1936-37 of £69,344,000. 
This increase has not so far been quite compensated by in- 
creased revenues, but there seems every reason to believe 
that receipts will rise more than proportionately in time. 
After making all allowances for interest charges, etc., there 
was a surplus in 1934-35 of £11,945,000, compared with 
£12,308,000 in the previous year. Owing to the restoration 
of half the pay-cuts in July, 1934, the postal services showed 


——y 


a smaller surplus than in 1933-34. The volume of letter 
business was larger, but there was less parcel traffic. The 
telegraph service, although its deficit was the smallest sj 
the war, failed to maintain the improvement of busj 
shown in 1933. Telephones, on the other hand, showed an 
increased surplus, in spite of the concession to night callers 
The total number of calls increased by 100,000 (7 per cent.) 
during the year; compared with 1922-23 the increase jg 
950,000—130 per cent. 

Expenditure in 1935-36 (excluding work done for the 
Post Office by other departments and vice versa) amounted 
to £66,080,000—_{4.3 millions more than in 1934-35. About 
{1,000,000 of this is due to the complete restoration of y- 
cuts in July, 1935; £750,000 is accounted for by the extra 
engineering materials needed mainly for the extension of 
telephone services; over £300,000 more was required for 
air mail services and another £300,000 for payments to the 
B.B.C. The net receipt of the Exchequer for the year is 
£11,670,000, compared with {12,250,000 last year. This 
still leaves nearly {1,000,000 to be paid into the Post Office 
Fund after payment of the statutory contribution of 
£10,750,000 to the Exchequer. This will bring the Fund 
up to nearly £4} millions. 

The estimates for the coming year show a further increase 
in expenditure of {3.3 millions. Salaries are to cost 
{1,829,000 more—partly owing to increased pay, but mainly 
to the increase in personnel from 226,717 in January, 1934, 
to 232,654 in 1935 and 242,388 in January, 1936 (5,000 of 
the increase was in engineering staffs). Air mails are ex- 
pected to cost an additional £200,000; the grant to the 
B.B.C. is raised by £250,000; engineering materials are put 
at £250,000 more than last year and motor vehicles, mostly 
mail vans, at £140,000 more. 





THE NATIONAL DEBT 


As far as the Budget is concerned the important question 
about the National Debt is not so much its capital amount 
as its annual cost. This cost is to some extent dependent on 
the prevailing level of interest rates, especially in the case 
of the short-term or floating debt. But it is still more deter- 
mined by the composition of the National Debt at any time 
and its distribution between securities of different maturities. 
This distribution in turn has important repercussions on 
interest rates in both the long- and short-term money 
markets, as was amply demonstrated by the effect on the 
markets of the Government’s large conversion in 1932. The 
size of the National Debt has not changed substantially since 
March, 1934, but the annual charge has fallen by about 
£4.8 millions owing to the substitution for maturing issues of 
securities with lower interest rates. A further reduction will 
be realised in 1936-37 from conversions carried out during 
the past winter. 

In the following sections we first analyse the composition 
of the National Debt, we then show changes in the cost of 
the debt, and finally we give figures of nominal and actual 
debt redemption. 


Nominal Value.—The accompanying table divides the 
Debt into internal and external debt; and subdivides internal 
debt into categories according to dates of maturity. Funded 
Debt includes all loans with no date of maturity or callable 
at the Treasury’s option only. Unfunded Debt covers all 
loans with definite dates of maturity, and the subdivision of 
Flogipe Debt includes liabilities maturing within a few 
months. 


The year 1922-23 is given for comparison, as it was the 
year when the post-war peak was reached. The main de- 
crease in the total at March 31, 1935, compared with a year 
earlier, was in the floating debt, and was accounted for by 
the larger surplus of revenue over expenditure. But in 
other unfunded debt there was an important change during 
the year in the repayment of {105 millions of 4 per cent. 
and {44 millions of 3 per cent. Treasury Bonds and the 
issue of {148.8 millions of 3 per cent. Funding Loan. This 
was equivalent to a conversion of over {100 millions of the 
National Debt from 4 to 3 per cent. 


NoMINAL VALUE OF NATIONAL Dest aT Marcu 3lst (f£ millions) 





















































1923 1932 | 1933 | 1934 1935 
INTERNAL DEBT 
Funpep Dest :— 
Pre-war Funded Debt ................+. 314-2 313-4 313-4 313-3 313:3 
34% Conversion Loan ...........0.0000. 683-6 750°3 742-2 742°0 | 739-6 
4%, Consolidated Loan................++ en 403-4 400-9 400°9 | 400-9 
BAH WOE LOOM cccecessccesccocsvccsese _ ae 1,919.8 1918-1 1,914:3 
Total Funded Debt ..............+++- 997-8 | 1,467-1 | 3,376-3 | 3,374-3 | 3,368-1 
TERMINABLE ANNUITIES ..........0000+- 13:7} 21-7 1-9) 121) Wl 
Unrunpep Dest :— od j SS 
(a) Other than Floating t: ' 
24% Conversion Loan ............... ae ae 5-0 | 206-5 —s 
3% Conversion Loan .............+0: ~ pis 301-8 | 301-8; 30 
IND i scsnseescncvscrensens 62-7 ~ ia ee 
GU PREMIO a cdcssoscsessccssecees 12-8 12-8 
_ i 2 eer 2,030°4 | 2,085-0 0-3 
$0 a Ee ee 64:9 ee ait ia ihe 
& Funding Loan .........ccccesecee ip oa hae ins ; 
4°, Funding loom Kc ciianueteinee 400-4 371-0 367-7 364°3 = 2 
44% Conversion Loan ............... ae 373:0 | 375:4 | 375:4| 37 : 
5% Conversion Loan .......+..-.+++ ss 323-0 | 323-0 | 323-0 | 328 5 
4% Victory Bonds ..........0:.+-+++ 353-9 | 332-5 | 329-6 | 326-7 | 323 
pera Beats... REE .¢ ove ose ” eee 
National War Bonds ................ 2s mn ; oe 
Se Re cnn nnn 11-0 | 404-2 | 4188 | si-2] 243 
Savings Certificates ................4. 353-8 | 382-5 | 388-2 | 1393-7 
I icinctinditinchssnensinein 2-0 1:8 1:8 1:8 a 
NIN iiss cdavishssasvascosin 4,795°3 | 4,375°8 | 2,508-6 | 2,677°4 | 2,671 
b) Floating Debt : ery ae 
' Ireasury Bills ssamaunaisiignaplecsdscies 616-0 | 604-5 | 775°9 799°8 y 
Ways and Means Advances......... 193-9 7-5 34°6 at m4 
Total Floating Debt ................ 809-9 | 612-0 |__ 810-5 |_844°7_ any 
Total Unfunded Debt  ...........+. 5,605°2 |4,987-8 | 3319-1 | 3,522-1 | 32 
Torat INTERNAL DEBT .............000+- 6,616-7 | 6,466-°6 |6,707-3 | 6,908°6 oe 
ROI, TINIE ois csinwsessscdsecaseserees 1,155-7 | 1,090-8 | 1,060-4 | 1,036-5 | 1, 
Totat DEAD-wEIGHT DEBT ............ 7,772-4 | 7,557-4 | 7,767-8 | 7,945-2 7,922'1 
Funding Loan and Victory Bonds 
OOTY ce | g0-2| 123-5 | 124-0 | 122-0 |_121-7 
Net Tota, Deap-weicut Dest...... 7,742°2 |7,433-9 |7,643-8 | 7,822:3  7,800°4 








t Includes {4-4 millions of 4 per cent. National Savings Bonds. 


The above table does not give a complete picture of the 
State’s net liabilities, as it takes no account of borrowing for 
the acquisition of capital assets, notably for the Post Office 
and for housing, nor of the accrued interest on Savings 
Certificates, which increased by £8.8 millions during the 
year 1934-35. On the other side, moreover, must be put the 
~~ sg capital assets. These items are added in the following 
table. 
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DEADWEIGHT DEBT, OTHER LIABILITIES AND ASSETS 


















































( millions) py perrteee has in every year been sufficiently in excess 
ae of the actual requirement to provide for at least the Statu- 
Mar. $1, | Mar. 3, Mar. 31, | Mar. 1, Mar. 31, tory Sinking Funds. The reduction of the Budgetary 
nomeneniens provision oe the oe from {355 to {224 millions, how- 
Net total deadweight debt (as above). |7,742-2 |7,499-9 | 7,649-8 7822'S | 7g004 =€©6 EVE, 1s not entirely due to the omission of a sinking fund. 
Accrued interest on savings ceruineate? | 50:3 | 214.0| 2180 | aoe: | toze Over £50 millions of the reduction is due to the fall in the 
a LAE AOE 7877-5 |7,745-9 |7,950-2 |8127-7 |8000.7 + ‘terest charge, which is shown in the following table: — 
Estimated Assets ...--..sesseeeseeeeeenes - | 121-0 | 254-4 | 419-1 | 620-7] 517-1 Nationat Dest INTEREST (f millions) 
_Net total .-.-.:00ss11--- = ane 7,756°5 |7,491-5 |7.531-1 |7,507-0 | 7,492-6 Total 
A reduction of {106.7 millions in Other Liabilities and in Savin orner | "ment ag 
Assets is due to the taking over of the Unemployment Insur- md Certif- eg) Interest} and | ‘ment 
ance Fund Debt by the Unemployment Fund. The State — Charges | Ex: | etc. ( (3) 
has certain contingent liabilities in the form of guaranteed Penses | to (5) ) 
loans, for example, which cannot be estimated, and no 999.3 (1) (2) (3) (4) (5) (6) 
account is taken of non-financial assets such as public build- re 7 i 15.3 38-0 gr pe o.5t 
ings. With these qualifications the above figures give as 1932-33 5-9 | 15-Of | 20-9f | 259-2 | 2-1 | 282-2 
accurate an estimate as possible of the net capital liabilities 1'933-34 | 4:1 | 11-1 | 15-2 | 200-0 | 1-1 | 216-3 
of the State. 1934-35 3-5 9-0 12-5 198-1 1-0 211-7 
Changes in the National Debt, 1935-36.—The Chief 


changes in the National Debt during the past year were as 


follows :— 
(000's omitted) 
{ 











RECEIPTS £ IssUES £ 
24% Funding Loan, Treasury Bills (net re- 
SS eer ee 121,564 EE vxccnnitenticss 36,239 
1% Treasury Bonds, Ways and Means Ad- 
PORE cicackavccacesed 98,000 vances (net reduction) 15,005 
Repayments of Issues National Savings Certi- 
under Land Settle- ficates (net reduction) 1,400 
ON aca ssennees 141 | Treasury Bonds repaid 160,113 
Revenue Surplus......... 2,940 | Issues under North At- 
lantic Shipping Act 1,536 
Issues under British 
Shipping Act......... 536 
National Savings Bonds 
SRE oscccesccsceccetes 64 
Old Sinking Fund... 7,562 
Exchequer Balances in- 
GHURTOE  cscccccesveveee 190 
222,645 222,645 


The issues of {220 millions of 2} per cent. Funding Loan 
and 1 per cent. Treasury Bonds made in the last quarter of 
the financial year are part of total issues of £300 millions, 
for which the cash subscription will amount to {291 
millions. Of this, £150 millions was used to repay the out- 
standing 2 per cent. Treasury Bonds in March, and notice 
has been given to repay the outstanding £44 millions of 
3 per cent. Treasury Bonds on April 15, 1936. This trans- 
action will leave the Exchequer with a cash surplus of some 
{97 millions, which in the first place will go to reduce the 
floating debt. The position at the end of the year is shown 
below : — 

FLOATING DEBT 

(000’s omitted) 


Mar. 31, Mar. 31, 
1935 1936 Change 


Ways and Means Advances outstanding: £ £ £ 
By Bank of England .................. Nil Nil one 
By Public Departments ............... 34,060 19,055 — 15,005 
Treasury Bills Outstanding ............ 799,320* 763,115* — 36,205 
Total Floating Debt outstanding ...... 833,380 782,170 — 51,210 


* Includes £6,000 in 1935 and £40,000 in 1936, the proceeds of 
which were not carried to the Exchequer during the period of the 
account, 

The reduction of over £51 millions in the total of the float- 
ing debt has been accompanied by a marked transfer of 
ownership during the year. Treasury Bills issued by tender 
tose from {360.4 millions to {498.0 millions, which means 
that the market is now better supplied with bills. On 
the other hand, bills issued direct to Public Departments 
and other similar bodies fell from £438.9 millions to £265.1 
millions, partly, it is to be presumed, owing to the fact that 
the Exchange Equalisation Account has recently exchanged 
ts holdings of bills for gold on a considerable scale. Public 
artments may also be holding larger quantities of other 
vernment securities in place of Treasury Bills, as a result 
of the recent issues. 


_ The Debt Charge.—In his Budget of 1928 Mr Churchill 
introduced the principle of a fixed debt charge, which 
ould include both interest and sinking funds. This 
ge he put at £355 millions. In the second Budget of 
1931 this principle was abandoned and separate provision 
Was made for interest and sinking funds. For the last 
uree years no provision has been made in the Budget for 
§ funds, but in fact the sum provided for interest and 














t In 1931-32 these figures were exclusive of {8,430,922 
and in 1932-33 of £2,655,995, paid as interest on Savings Certifi- 
cates in excess of provision in the Permanent Debt Charge. 

The reduction in the cost of Treasury bills is largely due 
to a fall in the average rate, which has continued this year. 
The reduction in other interest charges is accounted for 
by certain small conversion operations, which have already 
been described. The cost of interest and management of 
the Debt in 1935-36 has shown a further slight fall to 
{211.5 millions, leaving {12.5 millions from the fixed debt 
charge for Sinking Fund. 


_Debt Redemption.—The composition of the nominal 
sinking fund during the six years 1929-35 is shown in the 
following table : — 

(000’s omitted) 











| 1929-30 | 1930-31 | 1931-32 | 1932-33 | 1933-34 | 1934-35 
Specific Sinking Funds 

Principal of Terminable £ £ £ £ £ £ 

SII scsacticareniasiniest 968 939 932 909 920 928 
Sinking Fund for— 

34% Conversion Loan .... | 16,113 | 15,692 | 15,302 7,503 

4°, Consolidated Loan ... 10,000 | 10,000 | 10,000 2,310 pee = 

4%, Funding Loan ......... 3,162 3,308 3,451 3,581 3,726 3,868 

3°, Funding Loan ......... ih abé abu Bs aad 1,135 

4°, Victory Bonds ......... 2,610 2,714 2,823 2,936 3,053 3,175 
U.S.A. Government Loan ... 5,548 5,753 dea 9,091* ae te: 
Deficiency on Funding 

Loan and Victory Bonds 

surrendered for Death 

ID Daiichititescasatncrernss 9,347 12,084 

Total of above ........0:0000 47,748 | 50,490 | 32,508 | 26,330 | 7,699] 9,106 
SIG Saacivunhisevckiveestence — 16,340 we oa $1 3,237 
Nominal Sinking Fund ...... 47,748 | 66,830 | 32,508 | 26,330 7,750 | 12,343 























* This represents proportion of total payment made on December 15, 1932, which 
would normally count as repayment of capital, although H.M. Government has reserved 
the right to treat the whole sum on this occasion as a capital payment. 


The total of the Sinking Fund, however, does not neces- 
sarily indicate the actual debt redemption in any year. 
Budget surpluses or deficits have to be added or subtracted, 
as the case may be, and in addition there are borrowings 
and repayments for special purposes. In 1935-36 the 
Budget surplus of {2,941,000 must be added to the 
Nominal Sinking Fund of {£12,466,00o—making a total 
sum available for debt redemption of £15,407,000. The 
following table shows the adjustments to be made in each 
of the years 1930-31 to 1934-35:— 


AcTuAL DEBT REDEMPTION 
(£000 omitted) 





| 1930-31 | 1931-32 | 1932-33 | 1933-34 | 1934-35 
































Nominal Sinking Fund ...... | O90 | REQ | 20299 | sites] | 7oa2 
Wt ccibdeindnecotaannenie 66,830 | 32,872 | 26,330 | 38,898 | 19,905 
a gael" 03,276 | ... | 23,188(c)|_—... 
ny prion tee 36,440 | 39,610 on 8,310(f)} 910 f) 
et tate ae Bee 3,500 8,431 2,656 - 
7 a. sets see aa a - 8,750(a) ees 10,000(g) 
Conversion Loan expenses...... ott Pre 23,232 eas 
Total deductions .......+-.+ 63,216 | 56,791 | 49,076 1,690 910(f) 
Net redemption of debt ........- 3,614 | 23,919(b)| 22,746(d)| 37,208(e)| 20,815 





reserv d. b) Net increase of debt; but owing to conversions, the 
eons ek on pia ved Ph Rivet was reduced by ‘5 millions. (c) Including as 
interest the sum of £19-9 millions paid to the United States. The British Gorter 
reserved the right to regard this as a repayment of eras ry _(d) Net increase t. 
But see Note (¢). (a) Treating as interest the sum of £3-3 millions paid natn donee 
States. See Note (c). (f) Repayment of .  (g) War Loan deprecia ‘und 
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oS To the figure for 1934-35 should be added a further {6.5 millions out of a total of {12.8 millions for highways, 
= £7,500,000 representing repayment of war debt by South _briages and private street works. At March 31, 1433, the ; 
= Africa. This payment, however, also entails a correspond- net Joan debt of local authorities in Engiand ana Waies ; 
:] ing reduction of assets, so that it implies no change in the amounted to £1,300.4 mulions, an increase Ol £34 Millions, ; 
a4 net position of the National Debt. of which £851 mulions was on account ot rate Lund services : 
1. oa One further item still requires special mention—the and £449 mullions of trading services. Sinking tunds at ‘ 
ci) a treatment of National Savings Certiticates. Interest on that date for these two types of service were 400 millions 
|) ae these certificates is only paid on maturity and is therefore and £33 mullions respecuvely. Pension tunds had over 
| Hi included in the capital item. If encashments of certificates £42 muuons standing to their account. J he tollowing table 
io exceed sales in any year, the Treasury has to borrow for shows gross debt outstanding on ditterent accounts betore 
i. these interest payments, as is shown in the above table. allowance has been made tor sinking tund allocauons;— 
; But in other years the proceeds of sales are used for the Loan DEBT OF LOCAL AUTHOKITIKS IN ENGLAND AND Wags 
ate : . payment of interest, which should be a separate transac- AT MAKCH Jisi (4 miullous) 
aa Bi tion. This is tantamount to a loan for this purpose, and 1v14 lysu 1Y31 1932 1933 
ia i : should strictly be deducted from debt redemption. More- Education (elementary _ po ; : 
; 2 over, the increase in the outstanding accrued interest during — “0 NE) actions PR SS Es U 
| the year, which is shown in the second table on . ee 35 
: ° . Page ©, GIspOSAl ....seeeeeeeeees 44-1 59-3 65-2 70-2748 
. . should also properly be set against the figure of net debt Housing ............0000++ 12-5 444-7) 423-1 448-5 466-7 
_ redemption. This would reduce the redemption of debt in Trasing services ......... S6S-4 405°) ES SIS See 
aL 1934-35 to {12.0 millions. Other undertakings ...... YU'S  -21U"B 2387 *4 2Y95*2 Bul 5 H 
; ' Magick cae aoe Mt the Natio org figures, SHOWING — Total «.....s.sssssesesseneees 562-6 1,224-7 1,305-8 1,356-8 1,393-6 : 
| or doe and thie eee in eee enaeaemtin Later complete figures of local government nance ae | 
years: — 973-14 not availabie, but the amount raised by rates in England E 
; Tue Nationat Dest, 1913-1935 and Wales in 1934-35 Was £152.9 mullions, Compared with H 
(£ millions) £147.7 millions and {146.2 millions in the two previous P 
years. Ihe average rate was Ios. d5jd. in the {—a decrease 0 
eT aed new avtal heteeee. Net Re- _ compared with 1933-34 and of 13d. compared with 
Year outstanding atend| * lanagement, demption of 93 33- : ; ; - 
ai Mine csatnt Sees etc. Debt§ Loans (excluding those for housing) sanctioned by the 
Government in 1934-35 amounted to {26.0 millions, an 
increase of {5.7 muilions compared with 1933-34. Of this 
1913-14 ...... _ 649-8* 19-3 5-2 {8.2 millions was for health (an increase for public parks, 
| es 0m +p ~ s ~ mo etc., of {1.4 millions), {4.5 millions for education (an in- ‘ 
1932-33 ...... 7613-8 282-9 99.74 crease of £500,000) and 44.3 millions for trading concerns, . 
1933-34 ...... 7,822-3 216-3 37-2. Housing loans of £20.8 millions were also sanctioned. 7 
al, 1934-35 ...... 7,800-4 211-7 20-8 Borrowing by local authorities during 1934-35 was concen- . 
nh 1935-36 ...... 7,807 - Of 211-6 15-4 trated in the first ten months of the year, and the rate . 
4g LE Oey er mermepe generar op oe or ors : varied between 3} per cent. and 2} per cent. at prices from 
4 it between the figures ™4 this column ond the a Sa or rae year ape mecneqenr grenes wang = 1929 — T 
1a in the first column is explainable chiefly on the ground that the Act amounted to £45.4 millions for 1934-35; while specitic 
_ 2. ee first column takes no account of movements in net assets. But grants came to over £80 millions. : 
: ae see also qualifications to the figure for net redemption in the pre- . 
aa ceding paragraph. {| Net increase of debt. SOCIAL SERVICES p 
448 LOCAL AUTHORITIES Ir the above figures are added to National Expenditure it b 
Ate CoMPLETE returns analysing the finances of all local will be found that net total expenditure by Local and 
authorities in England and Wales are unfortunately very Central Governments amounted in 1932-33 (the latest year 
tay belated in their appearance. Expenditure on income and for which complete figures are available) to some £1,170 
; | capital account during the last four years for which figures millions. We now analyse the part of this total expenditure 
aig are available was as follows: — accounted for by ‘‘ Social Services.’’ In 1932-33 the figure 
Y 7 1 (£ millions) was £490 millions (about 42 per cent. of the total), and in 7 
‘|| ie ech abiiie 1930-31 1931-32 1932-33 1933-34 it had fallen by {11 millions to £479.3 millions. 4 
ie a ee sel Se ee Oe ee, ee, ee 
Ef nearly £60 millions in that year, so that the proportion of i 
| B hs Total expenditure ......... 543-6 551-8 515-1 social service expenditure must have risen considerably. di 
lite Rate fund services in 1932-33 involved gross expenditure inilions in snerplovneeat Lees payenente, But theveiet pS 
the on income account of {320.8 millions, of which education aan ag kee ae d pre- st 
E i accounted for {82.6 (decrease of lh consequently enjoyed by the Exchequer, which had pre i 
‘ ie r oh of {2.5 millions, largely _ viously had to bear the whole burden of the Insurance Fund F 
if owing to reduced salaries), housing for {41.6 millions (an i , F 7 1 3 
, iS deficit as well as paying all transitional benefits, was gain 
tk increase of {1.6), highways and bridges for {46.8 millions to s ‘ties. who had . 
BRE d aa ome extent at the expense of local authorities, who ha ? 
4 (a decrease of {5.1 millions) and health services for {57.0 to spend £2 millions more on lief . 
a8 millions (an increase of {1.2 millions). Of the total revenue ” pre nama b 
Bis of {321.1 millions to cover these services, rates provided ——— a 
bid £146.3 millions (46 per cent Year ending March 31, b 
BA 40.3 (40 pe -), fees, rents, etc., £53.0 1924 1931 1932 1933 1934 
ii 4 millions (17 per cent.), general Exchequer grant under the Unemployment insurance... 48-0 101-6 122-8 117-7 101-5 al 
' 1929 Act {45.0 millions and specific Government grants Health insurance|j ............ 30-9 38-6 37-5 37:5 + fo 
ae for education, housing, police and highways and bridges, oan, pensions re aosieaaitieed fr ~% 4 = ga $3.2 a 
qe £74-9 (37 per cent. in all). Trading services, which are Education ..................... 86-6 104-8 103-3 101-5 102-3 C 
ae just self-supporting, cost {117.2 millions in the year, of | Working-class housing ...... 16-6 40:4 42:3 44:3 44°83 
7 which {35.7 was for loan charges—mainly as usual for Poor relief .....:sseeeeeeeeeees 41-9 42:5 41-2 44:1 461 CC 
water and electricity undertakings. In addition to expen- seenemmnenens Monasiataneiat 14-5 19:5 20-0 21-3 = tr 
diture on services, {20.5 millions were allocated to sinking Total 332-1 468-7 492-5 492-2 4793 Ms 
tiie 85 OS > 
Capital expenditure showed a very marked decrease Total, less War Pensions..... 262-5 419:5 445°5 447-7 436°5 ta 
compared with the previous year. Expenditure on housin * Includes widows’, orphans’ and old age contributory pensions b 
fell by {18.3 millions, on highways and bridges by {8 8 under the Act of 1926. ct 
millions, and on education by £4.3 millions to totals Y £9-5 t eens enpenttinte on hospitals, maternity and lunacy. h 
tively of f2r. illi he als Tespec- § Year ended March 31, 1933 for England and Wales. 
= y : 21.2 millions, {11.1 millions and {6.0 millions. || Calendar years 1924, 1931, 1932, 1933 and 1934. p 
ven ate deren ae of fs. oy am. but the Govern- Changes in the cost of pensions are purely automatic, and : 
6 willeas for _ 45.2 lons out of a total of for some time to come the decrease in war pensions 
. acquisition of small dwellings, and continue to counteract the increasing cost of old-age pe? : 
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‘ans. With the increase in the average age of the : 
pot however, this item will become steadily eee ie 
increased expenditure on housing and miscellaneous services 
js the most encouraging evidence of a more liberal attitude 
to constructive social services. The following table shows 
the sources of revenue for the different services : — 

















Receipts from Number 
of 
Ex- ; Total coud Ea 
pendi- Parlia- | Other | Re- | benefit- 
ture | Local | mentary} Sources} ceipts ing 
Rates | Votes or| (Fees, directly 
Grants | etc.) (Millns.) 
Unemployment : 
Insurance 
benefit...... 49-3 ove 19-7 39:5 | 49-2 
Transitional 11-5 
benefit...... S$2:2 | «. 52-2 “ns 52-2 
Health Insur.... | 36-0 6-2 32-8 39-0 18-4 
Pensions : 
Widows, etc. 42-2 wie von 22-9 22-9 2-0 
Old Age ....-. 41-1 ons 41-1 . 41-1 1°7 
Was ccrcccccoeee 42-8 eee 42-8 . 42-8 1-0 
Education....... 102-3 | 46-5 | 47-2 8-7 | 102-4 8-1 
Housing ......-. 44-8 3-9 14-7 26-2 44-8 sa 
Poor relief ...... 46-1 | 42-7 0-2 3-2 | 46-1 1:8 
Other........000++ 22:6 | 19-7 0-3 2:5 | 22:5 ° 
Total ...... 479-3 {112-8 | 224-4 135-8 | 462-8 























* Exchequer contribution of additional {12,000,000 to Treasury 
Pensions Account. 


The significant feature of the above figures is a further in- 
crease in the proportion of Social Service expenditure borne 
by rates from 22 to 27 per cent. This was partly due to the 
expense of poor relief and partly to the increase from 44 to 
over 45 per cent. of the cost of education borne by the local 
authorities. 


INFORMATION ON PUBLIC FINANCE 


Tue figures of the national accounts are to be found in a 
variety of official publications. Taking the series chrono- 
logically, the first to appear are the Estimates, which are 
published from four to six weeks before the financial year 
begins on April rst, and contain a detailed review of esti- 


mated expenditure on the Suppl Services durin 
Pg year. The Estimates oF published odee ri 
Gorgdeeat , Ringe | ~ one Services and Revenue 
’ e€ Ulv 
divided oie nite - timates are further sub- 
le estimated expenditure on the Consolidated Fund 
Services is revealed by the Chancellor of the Exchequer in 
his Budget Speech in April, and the Financial Statement 
which is issued at the same time contains complete estimates 
of total revenue and expenditure, as well as the results of 
the previous year’s working. 

Returns of Revenue and Expenditure are published 
weekly throughout the year and appear in every 
Wednesday’s newspapers. Returns are ie published at 
the end of each quarter. Supplementary Estimates for ex- 
penditure not included in the original Estimates are issued 
as White Papers as occasion requires in the course of the 
year. 

After the financial year is concluded, the Chancellor of 
the Exchequer usually reviews its main features in his 
Budget Speech. In the following September the Finance 
Accounts are published, giving more detailed summaries 
of expenditure and revenue and of transactions relating to 
the National Debt and to the position of Sinking Funds. 
Finally, detailed accounts of expenditure, audited and 
commented upon by the Comptroller and Auditor-General, 
appear in the Appropriation Accounts and in the Abstract 
Account of the Consolidated Fund. Full details of revenue 
can be found in the Annual Reports of the Commissioners 
of Inland Revenue and of the Commissioners of Customs 
and Excise. Details regarding the National Debt over a 
series of years appear in two returns giving Aggregate 
Liabilities and Cash Transactions of the State and Dead 
Weight Debt, respectively. Other information is to be 
found in the Post Office Commercial Accounts, Road Fund 
Accounts and Trading Accounts and Balance Sheets (which 
refers to Trading and Commercial services of the Govern- 
ment). 

Certain special aspects of public finances are to be found 
in a return entitled Public Social Services and in an annual 
report on Public Departments, Gross and Net Cost. Details 
of local authorities’ finance may be found in the annual 
reports of the Ministry of Health and the Department of 
Health for Scotland. 





THE GENERAL OUTLOOK 


THE final section of last year’s Budget Supplement was 
devoted to an attempt, under the heading above, to look 
both backwards and forwards ten years in British budget- 
ing. It had to be recorded that the hopes of 1925 had been 
disappointed. Expenditure had not declined and revenue 
had not increased to the extent then expected, and sub- 
stantial remissions of taxation had not been possible. Look- 
ing forward, we concluded that, in the decade 1935-45 “‘ it 


_ Shard to foresee any reductions in expenditure; on the 


contrary, it is highly probable that there will be a moderate 
increase, which may be of the order of 5 per cent., plus 


} Whatever sinking fund we may decide to impose.’’ On the 
) Side of revenue, some natural increases could be expected, 
» but “ buoyancy of the revenue is clearly not going to leave 
» ay very large margin over a rising total of expenditure 


for reductions of taxation. So far as we can 


) foresee the next decade, the fiscal barometer points to ‘ No 


hange,’ ’’ 

After only twelve months, this forecast, cautious and 
conservative when it was penned, begins to have an opti- 
mistic air. Faced with the position of to-day, few prophets 
would venture even to breathe the possibility of reductions 
of taxation. Many would find the prospect of increases in 

tion more worthy of discussion. This change has not 
Nn brought about by any failure of revenue. On the 
, the increases in revenue in the past twelve months 


Con 
have been surprisingly good. The change has been entirely 
| Produced by a rapid increase in expenditure. The 5 per 
| ‘ent. increase which was anticipated for the whole decade 


_ achieved in a year—with the certainty of more to 
e. 


The following table shows the movement of expenditure, 
under its main heads, during the past ten years. The years 
shown in the table have been selected as the most significant 
turning-points in recent British fiscal history. The first, 
1925-26, besides being ten years prior to the year that has 
just closed, was also the first year of the post-war gold 
standard. The year 1929-30 marks the highest point 
reached by the very exiguous ‘‘ prosperity ”’ which Great 
Britain achieved while the pound remained on gold. The 
next year, 1931-32, is the “‘ crisis year,”’ when expenditure 
and revenue reached their peak. Finally, the table shows 
the last two completed years and the estimates—so far as 
they are available—for the current year. 

EXPENDITURE, 1925-26 To 1936-37. 
(£ millions) 


| 1925-26| 1929-90 | 1s01-32| 1904-35| 1995-36 | 1936-37* 














National Debt services .. 355 355 | ar = <r ir 

Other Consolidated Fund.... 4 9 A. B { 

Defence services ..... ee eeeeees 113 113 111 2 

pany 2380 = " a 272 272 319 358 375 379 
Total expenditure ...... 749 «| 749 | 799 719 | 750 7385 











* Provisional. Figures in brackets are 1935-36 expenditure ; other figures are original 
es Allowi million Air Estimates, as forcast by the Chancellor 
of | oe in the aden enn April 9, 1936. 

i has 
The lessons of the table are all too clear. Expenditure 
almost reached its 1931-32 peak. Moreover, this is after 
allowing only {10 millions for Supplementary Estimates in 
1936-37, although much more than this is clearly in ie 
pect. By the time 1936-37 closes, the expenditure 


States. See Note (c). (/) Repayment Of Dorrowing. (6) Wal LOal Cepreciation nha. 
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almost certainly be higher than at any time since the years 
immediately after the war, when the war’s legacy of high 
prices and free spending was still unexhausted. This in- 
crease in expenditure has been produced in spite of a fall 
of from {130 to £135 millions in the debt charge, due to the 
fall in interest rates, the disappearance of the payments to 
the United States and the suspension of the sinking fund. 
Compared with the ‘‘ crisis year ’’ 1930-31, both the de- 
fence and the civil services have increased their expenditure 
by about {60 millions. Compared with 1925-26, the in- 
crease is {55 millions and {105 millions respectively. 

The increase in defence expenditure is proportionately the 
larger of the two and it is here that further increases can 
be expected. The public has not given the slightest sign 
of being prepared to submit to reductions of civil expendi- 
ture. But without such reductions an increase of total 
expenditure over {800 millions is a certainty in the immedi- 
ate future. If rates of interest rise, and still more if a 
sinking fund is reinstated, a rise to above £850 millions will 
be difficult to avoid. 

How are these enormous sums to be raised? It is con- 
ceivable that Parliament may be content to budget deliber- 
ately for a deficit, and finance it out of a Defence Loan. 
Such a procedure may, indeed, be inevitable if revenue is 
insufficient to meet expenditure. But necessity will not 
make such a policy any less unsound. There is no justifica- 
tion to be found in theoretical economics, and still less in 
the body of empirical precepts known as ‘‘ sound finance,’’ 
for financing rearmament in peace time by loan. We ought 
at least to make an effort to find the necessary sums out of 
revenue. ‘‘ Out of revenue ’’ means, virtually, out of 
taxation; for the non-tax revenue of the Treasury is only 
some {40 millions and, if receipts from loans be excluded, 
is unlikely to increase significantly. 

The following table gives a ten-year comparison for tax 
revenue similar to that already given for expenditure : — 


Tax REVENUE, 1925-26 to 1935-36 
(£ millions) 


ee ee 
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| 1925-26 | 1929-30 | 1931-32 | 1934-35 | 1935-36 
Inland Revenue: 
a 258 238 288 229 238 
SINR Monit tistaainuhuiubigewbuekect 68 57 77 51 51 
eee 61 79 65 81 88 
RE ae 25 25 17 24 26 
Other Inland Revenue ......... 15 3 3 3 2 
Total Inland Revenue ... 427 402 450 388 405 
Customs and Excise: 
ee 103 120 136 185 197 
DED -dikssinninnsesisabenduaaanabennd 134 128 120 105 107 
ener ee 237 248 256 290 303 
: Of these 
' SE  snconsihindinsonesbeapen 19 14 16 12 
ii EE Ta 53 63 63 71 
Mi ENO er eae 135 124 113 96 ad 
+4 Hie Entertainment............... 6 7 8 10 
if ne sak 15 29 42 
' All other duties ............ 24 25 27 61 
fF Motor Vehicle Duties (Exchequer 
tf tt RO Tee RS 4 5 5 5 5 
\4 | Total tax revenue .........00:0000 668 655 711 683 713 























a * Details of Customs and Excise revenue for 1935-36 are not yet available. 


It will be noticed that total tax revenue has also reached 
the peak of 1930-31, when higher rates were first imposed 
: upon what were still, in the case of income tax and surtax 
) | at least, the incomes of semi-prosperity. The change that 
ae has come over the revenue during the past decade is very 
ae clearly visible from the table. Total tax revenue has in- 
4. creased by £45 millions. But the Inland Revenue has 
BiG fallen by {22 millions, while indirect taxes have increased 
ae by £66 millions. Income tax is being threatened in its 
premier position as a revenue-getter. Ten years ago 
4 customs duties brought in only 40 per cent. as much as 
bie income tax. In 1935-36 the proportion had risen to nearly 
i 83 per cent. Customs and excise together, from producing 
{21 millions less than income tax alone, now produce {14 
millions more than income tax and surtax together. 

This change has certain very important effects upon the 
incidence of taxation. But we are at present more con- 
cerned with yields, prospective as well as past. The in- 
come tax last year produced almost exactly as much as in 
1929-30. The yield was still, however, {50 millions below 
that of 1931-32. But in that crisis year, the standard rate 
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was 6d. higher, and the exemptions and allowances were 
smaller than in either 1929-30 or 1935-36. In addition, five 
quarters’ tax was collected on certain schedules. It we 
clearly be unwise to expect an increase of anything like 
millions in the yield of income tax, without a ae 
the rate, for many years to come. The yield of surtay jp 
1935-36 was still at the lowest figure recorded in the table. 
It was {6 millions below 1929-30, although the rates were 
increased by 10 per cent. in 1931. The time lag between 
the receipt of incomes and the payment of surtax on themis 
as long as two years. But even so, the failure of last year’s 
receipt to increase is disappointing. To expect a retum 
to the {77 million yield of 1931-32 would be very optimistic, 
The death duties, in contrast to surtax, show an almost 
continuous increase, in which the 1931 rise in rates has un 
doubtedly played some, but not the dominating role. A 
further increase can be expected, though it will undoubtedly 
be small. 

Summing up on the Inland Revenue, the 1931-32 figure 
of £450 millions (an increase of £45 millions on last year) 
is the most that can, even with some optimism, be expected 
with the present rates of tax in the next few years. Even 
in 1921-22 the Inland Revenue (excluding Excess Profits 
Duty) only produced £489 millions. And that was with the 
standard rate at 6s., a much higher level of prices and the 
Irish Free State still within the United Kingdom. 

How much more can be expected of Customs and Excise? 
The table above includes figures of the yield of the chief 
indirect duties. The most striking feature is the decline in 
the yield of duties on alcohol. Much the largest constitu- 
ent of this, of course, is the beer duty, and the experiment 
of a few years ago appears to have demonstrated that even 
higher rates of duty will not produce a higher revenue. We 
must apparently reconcile ourselves to further declines 
under this head. On the other hand, the yield of the 
tobacco duty is still increasing. Since 1932-33 it has even 
displaced beer from the position of largest yielder, and there 
is probably still more revenue to be got out of tobacco, even 
without raising the rate. The population has, it 1s true, 
virtually stopped increasing; but the number of adults 
will continue to increase for some time to come. The petrol 
duty should also be able to show continued increases. The 
reduction in the motor licence duties, by encouraging the 
purchase of larger cars, may well result in increased pur- 
chases of petrol per car, apart altogether from the still nsing 
number of cars on the road. Finally, there is the item of 
‘* all other duties,’’ which includes, as its major constitu- 
ents, the revenue resulting from the Import Duties Act, the 
Ottawa Duties and the Irish Free State Duties. The last- 
named may disappear, but the two former are apparently 
permanently with us. They should show some "nat 
increase as trade revives, but the present indication 1s re 
their yield is not likely to be swollen by any increase . 
rates. Increase of rates might, indeed, have the effect 0 
reducing the yield. ; 

It is difficult to reach numerical conclusions on the pro- 
bable future yield of Customs and Excise duties, as 
is no past experience, over a large part of the field, to 
guide us. But for the purposes of a rough guess we wid 
suppose that the tobacco, petrol and “‘ all other du 
will each produce {10 millions more in the next few years, 
and that the alcohol duties will decline by another {5 
millions. This very approximate calculation gives : a 
yield of Customs and Excise, without any increase ot T@ 
of duty, of about £330 millions. We may now wr . 
Exchequer share of the Motor Vehicle Duties (stabilis ae 
{5 millions) and non-tax revenue, and we get a mar (825 
figure for total revenue in the next few years - aa 
millions. It goes without saying that all these calcula 

resuppose no onset of serious depression. he ork. 4 
. —— then, are the dimensions of Great Britain $ red 
getary problem. Expenditure, even without 2 oe * 
fund, looks like exceeding even the highest estima 
revenue that can be made, with any regard to perv 
the basis of the present rates of taxation. Unless _ a 
ing increase in defence expenditure can be arreste arm 
involves considerations far rd oe ote are 
a Budget Supplement—the indications are e 
soon an to eens between increased taxation or deliberate 


deficits. ee 



















—- — wae a re pons 


Printed in Great Britain by Eyre anp Spormiswoopr Limtep, His Majesty's Printers, East Hi Street, London, E.C.4. N.Y., Post 
Tue Economist Newspaper, Ltp., at 8 Bouverie St, Fleet St., E.C.4.—Saturday, April 18, 1936. Entered as Class Mail Matter at the New York ’ 






























































